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FOREWORD 


This is the first report by the President’s Council on Integrity and Efficiency devoted 
exclusively to audits and inspections. It reflects the collective work in these areas 
during Fiscal Year 1989 by the Presidentially appointed Inspectors General. FY 1989 
investigative accomplishments by the IGs are presented in a separate report. 


One of the explicit charges President Bush has given the Inspectors General is that they 
raise early warning flags when they have reason to believe there are major management 
problems in their agencies which, if not corrected soon, will require considerably more 
money and effort to fix later. This past year has provided illustrative examples of 
situations in which IG oversight could well have averted financial crisis, or where IG 
warnings were either ignored or given insufficient weight, to the clear and public 
detriment of the agencies involved -- not to mention the American taxpayer. The IGs, 
in their individual semiannual reports to the Congress, have identified what they regard 
as the major problems in their agencies. Many of these are cited here, together with 
the IGs’ recommendations for corrective action. 


This report provides a capsule view of both the astonishing scope of U.S. Government 
programs and operations and the equally striking range of audit and inspection 
oversight provided by the IGs. Investigations identify wrongdoers and lead to their 
punishment; audits and inspections identify the vulnerabilities that allow wrongdoing to 
happen, and lead to their elimination. They are our vehicles for helping to trigger basic 
and positive changes in Federal agencies. 


Dollars tell part of the story: During FY 1989, Inspectors General recommended 
recovery or restitution of $4.9 billion in Federal funds and better, more efficient use of 
$37.2 billion. In response to IG recommendations made in this or prior periods, 
Federal managers issued final decisions during FY 1989 to recover funds or call loans 
involving $2.9 billion and to put $17.3 billion to better, more efficient use. 


As Vice Chairman of the PCIE, I am pleased and proud to report these 
accomplishments. I want to thank not only the Offices of Inspector General, but also 
the agency managers and staffs who avtually carry out the changes the IGs recommend. 
Without their work, ours would be but a paper exercise. 


L_~) Fe 


Sherman M, Funk 
Vice Chairman, President’s Council 
on Integrity and Efficiency 


April 1990 
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INTRODUCTION 


President’s Council on Integrity and Efficiency 
Report of Audit and Inspection Accomplishments 


October 1, 1988 - September 30, 1989 


The President’s Council on Integrity and 
Efficiency (PCIE) was established by Executive 
Order of the President in March 1981 to 
coordinate and implement Government-wide 
activities to combat fraud and waste in Federal 
programs and operations. This progress report 
provides both a statistical overview and a 
selective look at some of the significant audit 
and inspection accomplishments of the PCIE and 
its members during Fiscal Year (FY) 1989. 


The report highlights accomplishments resulting 
from Inspector General (IG) audits and 
inspections -- efforts aimed at reducing fraud and 
waste and ensuring integrity and efficiency in 
Federal programs and operations. During FY 
1989, these efforts resulted in recommendations 
for recovery, restitution or better use of over 
$42.0 billion in Federal funds. Management 
officials during the same reporting period agreed 
to seek recovery of or to put to better use more 
than $20.2 billion in response to IG 
recommendations made in this or prior periods. 


MEMBERSHIP OF THE PCIE 


The PCIE is chaired by the Deputy Director of 
the Office of Management and Budget (OMB). 
The PCIE membership during this reporting 
period included the 24 statutory Inspectors 
General, 5 of whose Offices previously existed 
but became statutory with the enactment of the 
Inspector General Act Amendments of 1988 and 


3 of whom were added by that statute; the 
Executive Associate Director of OMB; the 
Executive Assistant Director for Investigations of 
the Federal Bureau of Investigation; the Director 
of the Office of Government Ethics; the 
Associate Deputy Attorney General of the 
Department of Justice; the Acting Deputy 
Director of the Office of Personnel Management; 
and the Special Counsel of the Merit Systems 
Protection Board. 


INSPECTOR GENERAL ACT 
AMENDMENTS OF 1988 


The accomplishments presented in the following 
pages represent the work of the 24 statutory 
Inspector General members of the PCIE, whose 
Offices operate under the mandate of the 
Inspector General Act of 1978, Public Law (P.L.) 
95-452, as amended. 


The Inspector General Act Amendments of 1988 
(P.L. 100-504) were enacted on October 16, 
1988. This legislation amended the Inspector 
General Act of 1978 in several important ways. 
Among these were the addition of 8 agencies to 
the list of covered establishments; creation of 33 
"designated Federal entities" which would be 
essentially subject to the same provisions as the 
establishments, but whose IGs would be appoint- 
ed by the agency head rather than the President; 
and establishment of reporting requirements to 


ensure uniformity and reliability of audit and 
semiannual reports issued by Offices of Inspector 
General (OIGs). 


The information that is reported in the following 
pages comports with the requirements of section 
4 of P.L. 95-452 and the reporting requirements 
prescribed by section 106 of P.L. 100-504. Sta- 
tistical data are rounded to the nearest tenth of 
a million in the charts found in this report, and 
to the nearest tenth of a million or the nearest 
thousand, depending upon the size of the figure, 
in the report's narratives. In order to present a 
uniform basis for reporting the accomplishments 
of the full fiscal-year period, the data presented 
in this document include data -- generaliy from 
the first 6 months of FY 1989 -- that have been 
reclassified (that is, placed in categories other 
than those by which they were reported in the 
IGs’ own Semiannual Reports to Congress) in 
order to meet the reporting requirements of the 
IG Act Amendments. Every effort has been 
made to ensure that these data nevertheless 
scrupulously and faithfully represent the ac- 
complishments reported by PCIE members 
during FY 1989. 


Below is a brief description of the kinds of 
activities that are presented in this report. 


AUDIT ACTIVITIES 


The 24 Inspector General Offices of the PCIE 
conduct, supervise and coordinate audits relating 
to the programs and operations of their 
respective establishments, in accordance with 
section 4 of the Inspector General Act of 1978, 
as amended. These audits may be performed 
by the OIG’s audit staff, by other Federal 
auditors under cost-reimbursable agreement, or 
by non-Federal auditors (independent public 
accountants) under various contracting 
arrangements. 


Defense Contract Audit Agency Audits 


The Defense Contract Audit Agency (DCAA) 
performs the majority of the cost-reimbursable 
audits of operations and programs of other 
Federal agencies. The DCAA, which was 
established as a separate agency of the 
Department of Defense (DoD) to offer indepen- 
dent contract audit and financial advisory 
services to DoD components, offers contract 
audit services on a reimbursable basis to other 
Federal agencies where the DoD has a 
continuing audit interest or where it is more 
economical from a Government-wide standpoint. 
Over 90 percent of DCAA audit work is done, 
however, for the Department of Defense. 


The dollar amounts reported by each of the 
agencies represented in this report generally 
include amounts resulting from DCAA audits of 
agency programs. Amounts reported under the 
heading "Defense Contract Audit Agency" 
represent the results of all audits performed by 
DCAA during the period, and, thus, include 
amounts already included in agency totals. In 
most cases, since the overwhelming majority of 
DCAA audits are of DoD programs, the dup- 
licated amounts are not significant. Those cases 
in which DCAA audits represent a significant 
proportion of an agency’s reported dollar amount 
are identified in footnotes. 


Non-Federal Audits 


Federal agencies may rely on audits performed 
by non-Federal auditors provided that they 
conform to Government auditing standards and 
other Federal requirements. Such audits may 
include organization-wide ("single") audits of 
State and local governments as required by the 
Single Audit Act of 1984. 


Federal IGs are responsible for assuring that 
audits of Federal activities by non-Federal 
auditors meet applicable standards. This year, a 
total of 15,049 non-Federal audits were received 
and processed by Federal IGs. The results of IG 
reviews of non-Federal audits during FY 1989 
are presented in Section V, "Quality Assurance 
of Work Performed by Non-Federal Auditors." 


INSPECTION ACTIVITIES 


In an attempt to carry out more effectively the 
mandate of the Inspector General Act of 1978, 
a number of IGs have instituted an inspection 
function in addition to their audit and 
investigation activities. Inspections differ from 
the more traditional IG disciplines in their 
comparatively short timeframes (from 1 week to 
6 months); in their flexible methodology, which 
is frequently qualitative rather than quantitative 
in nature; and in their use of multidisciplinary 
personnel -- from management, program and 
policy analysts, to auditors and investigators, to 
foreign service officers, military personnel and 
other specialists. 


The inspection function serves a variety of 
purposes. It can be used as a management and 
legislative analysis tool; as an efficiency and 
effectiveness evaluation mechanism; as a 
targeted, on-site review instrument; and as a 
broad, systemic policy analysis device. While 
inspections generally result in recommendations 
for systemic or administrative improvements 
rather than recommendations for recovery of 
funds, in many cases the improvements they 
recommend can be expected to result in better 
use of substantial dollar amounts. 


PCIE COMMITTEE PROJECTS AND 
ACTIVITIES 


The PCIE has enabled the Inspectors General to 
combine their efforts to accomplish more 
together than they could otherwise accomplish 
individually. During the last fiscal year, PCIE 
committee projects and activities: (1) identified 
potential user charges related to services costing 
about $476 million that were not collected and 
an additional $770 million in program costs that 
could potentially be offset through collection of 
user fees; (2) identified serious system software 
control deficiencies at Federal computer centers 
and opportunities to recover about $17 million in 
inefficiently used disk storage; (3) recommended 
specific steps which, if implemented, could 
reduce substantially the Government’s losses 
from loan defaults, which total billions of dollars 
a year; and (4) identified recurring compliance 
problems involving the contract modification 
process which require Government-wide 
attention. 


I. 


INSPECTOR GENERAL RECOMMENDATIONS 
FOR RECOVERY OR RESTITUTION OF FUNDS 


Audits of Federal operations and programs may disclose expenditures by or charges to the 
Federal Government that are inappropriate or unsupported. Such costs are questioned by 
the auditor, who will recommend that management seek recovery or restitution for those 
charges or expenditures. 


P.L. 100-504, the Inspector General Act Amendments of 1988, sec. 106(d)(f)(1), defines 
“questioned cost" as "a cost that is questioned by the Office because of an alleged violation 
of a provision of a law, regulation, contract, grant, cooperative agreement, or other 
agreement or document governing the expenditure of funds; a finding that such cost is not 
supported by adequate documentation; or a finding that the expenditure of funds for the 
intended purpose is unnecessary or unreasonable." 


The table below presents a statistical summary of questioned costs contained in audit 
reports issued by Offices of Inspector General during FY 1989. A representative sample 
of these recommendations follows. 


Total 

Agency (2 thousands) 
Agency for International Development $ 12,700 
Department of Agriculture 96,571 
Department of Commerce 9,137! 
Department of Defense? 34,056 
Department of Education 497,200 
Department of Energy‘ 8,095 
Environmental Protection Agency 129,879 
Federal Emergency Management Agency 31,774 

Services Administration 27,455 
Department of Health and Human Services 396,235 
Department of Housing and Urban Development 107,731" 
Department of the Interior 17,521 
Department of Justice 131% 
Department of Labor 95,533 
National Aeronautics and Space Administration™ $2,602 
Office of Personnel Management 18,888 
Railroad Retirement Board a+ 
Small Business Administration 167 
Department of State’? 1,123 
Department of Transportation 192,897 
Department of the Treasury 4,594 
United States Information Agency 616 
Department of Veterans Affairs!’ 3,766 
Defense Contract Audit Agency 3,141,900 
TOTAL $ 4.381.459 


Audit Recommends $2.1 Million 


A non-Federal financial and compliance audit 
reviewed the costs reimbursed to a private 
voluntary organization from January 1, 1987 
through June 30, 1988. The organization had 
signed a cooperative agreement with the Agency 
for International Development (AID) for $6.9 
million to supply food and nutritional services to 
families displaced by civil war. 


The audit firm disclaimed an opinion on the 
fund accountability statement due to the 
unavailability of supporting documentation, 
inadequate inventory records and controls, 
indications of job conflicts of interest, and 
irregular accounting procedures. The audit 
report recommended that AID recover $2.1 
million in questioned costs unless the costs could 
be properly documented. The report also 
recommended that AID suspend funding to the 
voluntary organization until it could demonstrate 
the adequacy of its accounting, financial 
management, procurement, and internal control 
systems to account for AID funds. (Agency for 


International Development) 


$7.2 Million Questioned Due 
to Lack of Controls 


An OIG review of $8.7 million expended by 8 
universities resulted in questioned costs of $7.2 
million in Department of Agriculture Research 
Facilities Program funds. Because the Coopera- 
tive State Research Service had underestimated 
the vulnerability of the program, sufficient 
administrative controls had not been established 
to prevent or detect misapplication of the funds 


by recipients. 


Auditors questioned whether actual or planned 
occupancy of certain facilities assured the 
exclusive use of the grant for research purposes 


as intended by the program authorization. 
Improper contract work and unauthorized 
contractor fees that had been accepted by three 
universities and went undetected by the State 
Research Service were identified. At one 
university, two conflict-of-interest situations 
involving contractors funded by the grant had not 
been investigated or reported. 


In addition to the questioned costs, the findings 
assisted the Service in revising its controls to 
protect remaining expenditures and future 
programs. (Department of Agriculture) 


Millions to Be Restored to 
Revolving Loan Fund 


An OIG audit showed that an Economic 
Development Administration (EDA) grantee, 
which had received more than $21 million 
between 1976 and 1982 to establish and 
administer Title IX revolving loan funds in New 
Jersey, had: (1) failed to contribute $5.3 million 
in required matching funds; (2) improperly used 
$1 million from one revolving loan fund as 
matching funds for another; and (3) improperly 
transferred $1.5 million from an EDA fund to a 
non-EDA fund, using it for a purpose EDA had 
not intended. 


The OIG recommended that EDA require the 
grantee to restore $7.8 million to the revolving 
loan funds plus $6.4 million interest that would 
have accrued to EDA had the terms of the 
grants been followed. If the grantee does not do 
this, the OIG stated, the grants should be 
terminated for cause and EDA should recover 
the entire balance. 


The grantee indicated its general concurrence 
with the audit findings and submitted a proposal 
to EDA that would fully restore the amounts in 
question, making the revolving loan funds whole. 


(Department of Commerce) 


Incorrect Allocation of Indirect Costs 
Brings Recommendation for 
Recovery of $110 Million 


A Defense Contract Audit Agency review found 
that a contractor's allocation of indirec’ costs 
between commercial and Government segments 
was incorrect. The review disclosed that the 
contractor's allocation was not proportional to 
the benefits received or related to the cause for 
incurring the costs. The nonhomogeneous cost 
pools increased Government contract costs and 
did not comply with Cost Accounting Standards. 


As a result of the review, the auditors questioned 
indirect costs of $110 million. (Department of 


Defense) 


Schools Hold $264 Million in 
Excess Federal Cash 


An OIG review of the Department of 
Education’s administration of the Perkins Loan 
program disclosed that as of June 30, 1987, 2,660 
postsecondary institutions, collectively, held in 
their revolving funds an estimated $294 million 
in excess Perkins Loan cash, the Federal share 
of which was $264 million. 


The institutional revolving funds, which consist of 
Federal contributions, institutional contributions, 
loan repayments and other monies, provide loans 
to financially needy students to pay their costs of 
education. When more funds are accumulated 
than are needed for loans and program costs in 
the foreseeable future, the Federal share of the 
excess is to be returned. The cost to Federal 
taxpayers of borrowing $264 million is about $18 
million annually. In addition to reducing 
borrowing costs, recovering excess cash would 
reduce the risk of Perkins Loan funds being 
misused or lost by financially troubled 
institutions. 


The OIG recommended that the Office of 
Postsecondary Education (OPE) identify the 
institutions with excess cash and require prompt 
return of the Federal share, which at the time 
was estimated to be about $264 million. The 
OIG further recommended that OPE seck 
authority to limit the amount of new Federal 
capital contribution allocations provided to 
institutions that continue to maintain excess cash. 


(Department of Education) 


$2.5 Million Recommended for Recovery 
from National Laboratory 


An audit of the charge rates used by the Los 
Alamos National Laboratory (LANL) to recoup 
its costs of operating the Integrated Computing 
Network showed that the rates were inadequate 
for that purpose. Conversely, because of 
inequities in the way in which the costs were 
allocated to customers, some Federal agencies 
were overcharged for the services. 


The LANL developed the Network to support 
research and development associated with 
national security and energy programs. The 
Network is supported by charges to users and by 
plant and capital equipment funds. Charge rates 
are based primarily on the cost of delivering the 
services. 


Auditors found that the LANL’s rate calculations 
exciuded some costs that should have been 
included and included other costs that should 
have been excluded. As a result, LANL failed 
by about $1.9 million to fully recover its costs of 
operations. The audit further disclosed that the 
Department's appropriations were augmented by 
about $2.5 million because of the cost-allocation 
inequities that caused some Federal agencies to 
be overcharged for the services. 


The report recommended that the Department 
recover the $2.5 million, and that in the future 


all appropriate cosis be included im the cost 
base. (Department of Energy) 


$12.8 Million Questioned 
in Construction Grant Program 


OIG auditors ¢etermined that the Massachusetts 
Department of Environmental Protection 
(MA-DEP’, used grant assistance funds for 
pri gram activities that were outside the scope of 
the delegated grant agreement with the 
Environmental Protection Agency (EPA) or 

contrary to EPA policy. Of the $12.8 million 
claimed by MA-DEP over a 27-month period, 
nearly $3.0 million was expended without proper 
authorization by EPA for ineligible noncon- 
struction activities. This included over $2.6 
million used by MA-DEP for an unapproved 
State permitting program that had not been 
delegated to the Commonwealth because 
necessary State legislation had not been enacted. 


The OIG also questioned $9.8 million claimed by 
MA-DEP because EPA could not rely on 
MA-DEP’s financial management system to 
adequately identify eligible costs. _MA-DEP 
failed to improve its cash management practices 
and continues to draw Federal funds in excess of 
its immediate needs even after 7 years of 
promises to correct this practice. 

(Environmental Protection Agency) 


Inadequate Documentation to Support 
$8.3 Million in Labor and 


Equipment Charges 


The Town of Brookhaven, New York, claimed 
$10.5 million in disaster relief funds. The OIG 
found that $2.4 million in labor charges was not 
supported by time records identifying the nature 
or location of work performed. Similarly, an 
additiona! $5.9 million in equipment charges was 


unsupported by records reflecting usage im terms 
of time, location, and the nature of work. 


To rectify these problems, the OIG recommend- 
ed that the Agency either obtain from the 
applicant sufficient data to support the 
questioned costs or obtain a refund of $83 
milhon. (Federal Emergency Management Agency ) 


$3.5 Million Recommended for Recovery 
from ADP Furniture Supplier 


An OIG postaward audit disclosed that an 
automated data processing (ADP) furniture 
supplier violated the price reduction/defective 
pricing clauses in its General Services 
Administration (GSA) contract. 


The auditors found that the firm had not 
submitted accurate, complete, and current 
discount data during the solicitation process. As 
a result, the GSA contracting officer negotiated 


significantly higher prices than necessary. In 
addition, the auditors concluded that the firm 


sold items to its commercial customers during 
the contract period at discounts higher than 
those disclosed to GSA _ without offering 
equivalent reductions to Government purchasers. 


Based on these findings, the audit report 
recommended that GSA recover $3.6 million, 
based on reported contract sales of $57 million. 
(General Services Administration) 


Medicaid Credit Balances Could 
Exceed $34 Million 


The law and regulations provide that Medicaid 
payments may be made only when there is not 
a third party liable for payment of services. 
Where Medicaid and a third party make 
payments, or where the Medicaid payment is in 


excess of the amount due or there s a duplicate 
Medicaid payment, a credit balance ss created. 
credit balances of over $34 milhon nationwide, 
with a Federal share of over $20 milion. 


The OIG found that hospitals were often not 
reportsng credit balances to Medicasxd in a umely 
manner and that State ages xes and fiscal agents 
were not recovering those balances m a umely 
manner. The OIG recommended that the 
Health Care Financing Admumsstration take 
action to recover or adjust the identified credit 
balances and that they establish and enforce ume 


An OIG audit of Community Development Block 
Grant (CDBG) subrecipient activities funded by 
Philadelphia's Office of Housing and Community 
Development disclosed that the grantee’s 
delegate agencies and subrecipients were 
seriously deficient in contract compliance and 
administration, resulting in the inefficient and in- 
effective use of CDBG funds. The problems are 
attributed to the grantee’s weak monitoring 
system, which attempts to oversee more than 100 
entities administering over $50 million in annual 


expenditures. 


The audit disclosed that: (1) the Philadelphia 
Housing Development Corporation’s Home 


emergency program in name only, resulting in 
possible ineligible expenditures; and (2) the 
Philadelphia Rehabilitation Plan's rehabilitation 
program had serious contract procurement prob- 
The audit report contains 12 findings with 


nehgibie and unsupported costs of $14.4 millon 
and $1.5 million, respectively. 


The OFG recommended that the grantee: (1) 
repay the CDBG program for all incligite costs 
and repay unsupported costs unless adequate 
documentation s provided: and (2) redesign its 
rehatiltanon and cconomx developmen! 
programs, consohdate operations to reduce costs 
and control, and enforce program 
requirements through comprehensive monitomng. 
(Department of Housing and | rohan Developmen: 


Auditors Recommend Recovery of 
$2.6 Million in JTPA Funds 


Ar OIG review found that almost $2.6 millon in 
Job Training Partnership Act (JTPA) Section 125 
funds was used by an automobile manufacturing 
plant in Kentucky to train $45 inelgibie par- 
ticipants. Those hired met none of JTPA’s 
eligibility critena: they were reither economucall 
tered barners to employment, nor memiftcrs of 
any other group designed to be served by JTPA. 
Kentucky's JTPA contracts with the company 
also did not address the traming prortes 
established for use of the funds. 


The OFG's report to the Employment and 
Traiming Adminstration recommended that the 
$2.6 milion in JTPA funds already incurred by 
Kentucky be returned. Additional funds of 
almost $2.0 milhon that had been budgeted for 
the project were not spent as a result of the 


review. (Department of Labor) 


Audit Questions $8.4 Million in 
Subcontracts 


An OIG sudit of subcontract management on 
one National Aeronautics and Space 
Administration (NASA) center prime contract 
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In addition to the overpricing amount, the OIG 
denufied potential annua! savings of $5 milhon 


Allowabie Matching Costs Insufficient 
at Small Business Development Center 


The Small Business Development Center Act of 
1980 provided the Smali Business Administration 
(SBA) the authority to award grants (including 
contr- and cooperative agreements) to 
im ot . of higher education to assist in 
es © @shroe Smail Business Development Centers 
(S&. =. Under the terms of each cooperative 
agreement, the objective of the SBDC is to 
provide resources to be used to counsel and 
train smal] business owners and managers in 
problems. Clients are also assisted in developing 


An audit of an SBDC included an examination 


Federal! costs of about $18,000 and non-Federal 
costs of about $50,000 due to inadequate cash 
matching funds and improper claiming of indirect 
costs. (Small Business Admuustranon ) 


cost-of-living increases to the local guards, whose 
morale had suffered as a result. 


A recommendation to recover from the 
contractor the amount of profit resulting from 
the local currency devaluation was accepted by 
the Embassy and eventually resulted in a 
contract price reduction of $630,677. 
(Department of State) 


Right-of-Way Acquisition Charges 
Contained Millions of Dollars 
in Unallowable Costs 


An audit determined that Federal Highway 
Administration (FHWA) billing policies and 
procedures over State highway agencies’ 
right-of-way acquisition costs were adequate, and 
that generally, State agencies were following 
prescribed procedures. In 12 of 16 States 
reviewed, acquisition costs charged to FHWA 
were reasonably accurate. While billing errors 
had resulted in $3.7 million net overpayment in 
the 12 States, either the errors were not sig- 
nificant in relationship to the States’ total costs 
billed, or there was no indication that serious 
billing system weaknesses existed. 


Nevertheless, the accuracy of right-of-way costs 
charged to FHWA by the remaining 4 State 
agencies needed to be improved. Inadequate 
control over the billing process in the 4 States 
had resulted in over $26.5 million in unallowable 
costs being billed. An additional $3.2 million in 
potential overcharges and questioned costs was 
disclosed by the audit. The Federal share of the 
cumulative $33.4 million in overpayments and 
questioned costs was $28.1 million. 


The audit report recommended that FHWA 
recover the improperly billed costs and correct 
billing weaknesses. FIHWA officials generally 
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concurred with the reported findings and took 
actions to implement all the recommendations. 
(Department of Transportation) 


$163,000 in Questioned Costs Sustained 


The U.S. Customs Service saved approximately 
$163,000 after the Department of the Treasury’s 
OIG questioned costs on two contracts to 
perform background investigations ror Customs. 
The majority of questioned costs sustained by the 
Treasury contracting officer involved administra- 
tive and support costs incurred outside the 
contract period, contractor hours billed but not 
worked, and unacceptable billing practices for 
staff expenses. (Department of the Treasury) 


Recovery of $1.8 Million Recommended 
in Egyptian Irrigation Project 


The Agency for International Development 
supports the Irrigation Management Systems 
Project to strengthen the Government of Egypt’s 
capabilities to plan, design, operate and maintain 
the nation’s irrigation system. AID is providing 
$340 million of the $761 million cost for the 
project, which is scheduled for completion in 
September 1991, and the Government of Egypt 
is providing the balance of $421 million. 
Through January 1989, AID had expended about 
$78.5 million on the project’s 10 components. 


The audit addressed three components -- 
Structure Replacement, Project Preparation 
Department, and Regional Irrigation Improve- 
ment -- which accounted for 89 percent of the 
expenditures. The report stated that AID 
needed to improve controls, project reporting 
and oversight to address management and 
operational problems associated with the three 
project components. The Structure Replacement 
component, for example, had experienced 
extensive contractor delays and contractor-related 


problems, construction of inappropriate struc- 
tures, and the unavailability of electric power in 
certain locations. 


The audit disclosed that AID may have 
reimbursed the Government of Egypt $1.4 
million more than was required because the 
Government did not reduce its claims to reflect 
contractor penalties. The report also disclosed 
that the Government of Egypt awarded about 
$410,000 in construction contracts to 
public-sector companies in violation of the 
project agreement. 


The report recommended that AID improve 
controls, recover $1.8 million, avoid $1 million in 
new construction, and either extend the com- 
ponent or reprogram/deobligate a total of $10 
million in AID funds. (Agency for International 
Development) 


$4.4 Million in Overpayments on 


Ineligible Cotton Recommended 
for Recovery 
The First Handler Program provides for 


price-support payments in the form of 
commodity certificates to persons who regularly 
engage in buying and selling eligible cotton and 
to producers who sell directly to textile mills for 
export. Payments are made available to these 
handlers when the loan repayment rate is above 
the prevailing world market price. 


An audit of 1986 price-support payments 
identified about $4.4 million in overpayments, 
and found that: (1) some handlers did not use 
correct dates of acquisition for cotton redeemed 
from loans; (2) bales of pledged cotton sub- 
sequently were used as collateral for commodity 
loans; (3) payments made to claimants were 
based on ineligible cotton; and (4) more than 
one payment was made on the same bale of 
cotton. 
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The audit report recommended the recovery of 
$4.4 million and recommended that reviews be 
performed to prevent future problems in this 
area. Program officials agreed with the report’s 
recommendations. (Department of Agriculture) 


Suit Leads to Recovery of $2.8 Million 


A major New York bank signed a settlement 
order in August 1989 in which it agreed to pay 
the Department of Commerce $2.8 million in 
return for dropping a civil suit for damages in 
connection with loan guarantees. The Economic 
Development Administration paid the bank $19.9 
million in 1982 when a New Jersey steel corpora- 
tion defaulted on two loans that had been 
guaranteed by EDA. 


When an OIG audit and investigation showed 
that the bank had not adequately monitored the 
corporation’s activities, had failed to comply with 
the covenants of the loan guaranty agreements, 
and had not notified EDA when it learned of 
material changes in the corporation’s financial 
status, the OIG referred the case to the 
Department of Justice for prosecution. 


In the suit filed by Justice, the Government 
sought to recover damages caused by the bank’s 
alleged misadministration of the two loans. In 
agreeing to the settlement, the bank neither 
admitted nor denied the charges. (Department 
of Commerce) 


College Should Refund $20 Million Used 
for Ineligible Extension Programs 


An audit at a Missouri College disclosed that 
$16.8 million of Federal student financial 
assistance was awarded to students enrolled in 
ineligible extension programs. Interest and 


special allowance paid by the Department of 
Education on Stafford loans included in the 
above amount totaled $3.2 million. 


The extension programs provided revenue to 
offset losses from the college’s operation of its 
main campus. The school received a fee for 
each student enrolled in these extension 
programs and in return, provided students access 
to Federal student aid to cover their tuition 
costs. The extension programs, however, were 
ineligible to participate in the student aid 
programs because: (1) the length of the 
educational programs was less than the required 
minimum; (2) the instruction for these programs 
was provided by corporations under contracts 
that had not been approved by the college’s 
accrediting body; and/or (3) the programs were 
at locations that had not been accredited by the 
college’s accrediting body and certified as eligible 
by the Department of Education. 


The OIG recommended that the college refund 
to the Department and appropriate lenders a 
total of $16.8 million, and return $3.2 million to 
the Department for interest and _ special 
allowance paid on Stafford loans. The report 
also recommended that the college implement 
procedures to ensure that students are enrolled 
in eligible education programs at properly 
accredited locations certified as eligible by the 
Department of Education prior to awarding 
Federal student financial assistance. (Department 
of Education) 


Grantee Required to Repay Over $9 Million 
for Noncompliance 


The Environmental Protection Agency awarded 
grants to a California regional county sanitation 
district for designing and constructing an 
interceptor system and pump station. A special 
condition of the grants prohibited new sewer 
connections to the interceptor system. 
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An OIG audit disclosed that the grantee violated 
the grant’s special condition by allowing a local 
sports association to construct a new arena, 
which served as the home court for the city’s 
professional basketball team, within the 
prohibited area and connect it to the interceptor 
system. As a result, the grantee must reimburse 
EPA and the State all project costs and accrued 
interest totaling more than $9 million as of 
September 1988. As a result of OIG 
recommendations, EPA sustained for recovery 
$5.6 million of the Federal share that was 
questioned. (Environmental Protection Agency) 


Auditors Question $3.7 Million in 
Disaster Assistance Funds 


A college located in Roanoke, Virginia, was 
approved for $4.4 million of disaster assistance. 
An audit disclosed that the applicant: (1) did 
not maintain records relating to $1.8 million in 
book acquisition and related costs to differentiate 
between ordinary library efforts and those efforts 
authorized under the disaster relief program; (2) 
received $1.3 million in disaster relief aid which 
may have resulted in a duplication of benefits; 
and (3) claimed costs of $600,000 for 
improvements to plant facilities beyond their 
pre-disaster condition. 


The OIG recommended that Agency officials 
either obtain from the applicant sufficient data 
on disaster-related book acquisitions and costs or 
obtain a refund of $1.8 million. Auditors also 
recommended that officials determine the 
allowability of $1.9 million in other questionable 
costs. (Federal Emergency Management Agency) 


Auditors Recommend Refund of 
$15.7 Million in Unallowable 
Medicaid Payments Made to 

Terminated Facility 


An OIG audit determined that the State of 
Kansas made unallowable payments amounting 
to $15.7 million (Federal share) to an 
intermediate care facility for the mentally 
retarded (ICF/MR). The payments were made 
over a period of 18 months after the Health 
Care Financing Administration (HCFA) had ter- 
minated the facility’s participation in the 
Medicaid program. The facility continued to 
operate after the termination without a valid 
provider agreement. 


The termination was the result of a HCFA "look 
behind" certification survey of the ICF/MR in 
January 1987. During its inspection, HCFA 
found conditions that posed an immediate and 
serious threat to the health and safety of the 425 
residents of the facility. The survey also noted 
that the active treatment standard had not been 
met, particularly in rehabilitative and educational 
services. 


Although HCFA issued a termination notice, it 
later continued Medicaid funds for 30 days after 
the ICF/MR was terminated from the program 
and reinstated Medicaid funding after expiration 
of the 30 days’ continuance. The Kansas survey 
agency had not accomplished the required survey 
and certification confirming the resolution of the 
serious conditions until the facility was recerti- 
fied. 


The OIG recommended that the State refund 
$15.7 million (Federal share) for unallowable 
payments issued and make procedural changes to 
ensure that facilities are properly surveyed and 
certified as a prerequisite to participation in the 
Medicaid program. HCFA concurred with the 
recommendations. (Department of Health and 
Human Services) 
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Continuing Problems Found in Section 8 
Moderate Rehabilitation Program 


A comprehensive OIG review of the public 
housing agencies’ (PHA) administration of the 
Section 8 Moderate Rehabilitation (Mod Rehab) 
Program found that the housing agencies 
incorrectly computed rents and were not 
complying with program requirements. As a 
result, the Department of Housing and Urban 
Development (HUD) could pay _ excessive 
housing assistance totaling over $68.9 million 
during the 15-year contract periods for those 
projects reviewed. 


OIG audits found several similar problems at 
each of the PHAs reviewed. Base and contract 
rents were not correctly computed; PHAs used 
insurance-processing rents determined by 
coinsuring mortgagees rather than using Mod 
Rehab procedures, even though the procedures 
used did not provide the lowest rents. They also 
failed to properly determine the eligibility of 
costs for inclusion in the rents and did not 
adhere to the prescribed rent computation 
formula. 


The OIG made various recommendations, 
including: (1) retroactively adjusting base and 
contract rents; (2) recovering excess assistance 
paid and reimbursing HUD for these amounts; 
and (3) terminating assistance on ineligible units. 
During 1989, $7.5 million was questioned as 
result of these findings. (Departmeni of Housing 
and Urban Development) 


Large Insurance Underwriter 
Overcharges Federal Employee 
Union Health Plan $2.3 Million 


An OJG audit of a major insurance company 
underwriting health benefits for a _ postal 
employee organization showed that the insurance 


company claimed $2.3 million of charges in 
violation of contract terms. Companies 
underwriting experience-rated Federal Employee 
Health Benefits Program plans hold, as reserves, 
funds provided them which are in excess of 
amounts needed to operate the health plan. 
These reserves continue to be Government 
funds, and interest earned on those funds must 
be added to the reserve. 


OIG auditors found that $1.7 million of 
investment income was due the Government 
reserve. The auditors also identified over 
$400,000 in charges to cover losses the company 
was experiencing in providing conversion 
insurance coverage for Federal members or 
dependents who become ineligible for coverage 
under the Federal contract. An additional 
$200,000 was questioned for unallowable 
advertising, consultant fees, and _ other 
unallowable _ items. (Office of Personnel 
Management) 


Ineligible Costs of $4.1 Million 
Billed to Federal Highway Administration 


Department of Transportation auditors found 
that a State department of public works did not 
exercise the necessary internal controls to ensure 
the integrity of costs included in Federal-aid 
claims. The OIG found that: (1) ineligible costs 
of $4 million were billed to FHWA; (2) pro- 
gram income in excess of 600,000 was not 
credited to FHWA in a timely manner; (3) final 
vouchers to close out 447 projects were not 


prepared promptly, with a resv'' that $15.2 
million of Federal funds was not -ffectively 
used; and (4) the State had inac e controls 


to limit construction engineering billings to the 
maximum allowable of 15 percent of construction 
costs, thereby requiring a credit to FHWA of 
$888,000. FHWA also incurred an additional 
$710,000 of interest costs associated with these 
weaknesses. 
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The audit report recommended that FHWA: 
(1) instruct the State to (a) review projects to 
determine the legitimacy of charges, and (b) 
develop procedures to preclude future ineligible 
billings and ensure timely credits are received 
from the State; (2) request credits from the State 
for program income and overbillings for 
construction engineering costs; (3) request that 
project funds be deobligated and suggest 
methods to help decrease final voucher backlogs; 
and (4) implement a computerized control to 
automatically limit construction engineering 
billings to a maximum of 15 percent of 
construction costs. 


FHWA has obtained all necessary credits with 
the exception of those related to the excess 
construction engineering billings, which are 
currently being analyzed by FHWA. Appro- 
priate credits will be obtained in the near future. 
In addition, FHWA is currently working with the 
State to develop adequate procedures that 
comply with applicable financial management 
standards. (Department of Transportation) 


Superfund Costs of $5.1 Million 
Not Adequately Supported 


A State department of environmental 
conservation claimed $17.6 million for credit 
from EPA under the Superfund Act of 1980 for 
non-Federal funds expended between January 1, 
1978 and December 11, 1980 to offset the State’s 
cost-share requirement. The OIG questioned 
$5.1 million of the net costs due to a lack of 
adequate documentation supporting — the 
reasonableness and acceptability of costs claimed 
for property acquisitions, relocations, payroll, 
fringe benefits, supplies and equipment, and 
administrative and personal service costs. 


As a result of the OIG’s recommendations, EPA 
sustained for recovery $3.9 million of the Federal 
share that was questioned. (Environmental 
Protection Agency) 


II. 


INSPECTOR GENERAL RECOMMENDATIONS THAT 
FUNDS BE PUT TO BETTER USE 


Audits and inspections of Federal programs and operations frequently identify funds or 
resources that could be used more efficiently if action were taken by agency management 
to implement recommendations made by the audit or inspection team. P.L. 100-504, sec. 
106(d)(f)(4), defines "recommendation(s) that funds be put to better use" to include 
recommendations for reductions in budgetary outlays; deobligation of funds from agency 
programs or operations; withdrawal of interest subsidy costs on loans or loan guarantees, 
insurance, or bonds; costs not incurred by implementing recommended improvements; 
avoidance of unnecessary expenditures noted in preaward reviews of contract or grant 
agreements; and any other savings that are specifically identified. 


The chart below presents a statistical summary of recommendations for better use of funds 
which were contained in audit and inspection reports issued by Offices of Inspector 
General during FY 1989. A representative sample of these recommendations follows. 


Total 

Agency (in_thousands) 
Agency for International Development $ 236,600 
Department of Agriculture 476,787 
Department of Commerce 120,514! 
Department of Defense? 7,206,767 
Department of Education 274,400 
Department of Energy’ 569,031 
Environmental Protection Agency 429,547 
Federal Emergency Management Agency 38 
General Services Administration 237,692 
Department of Health and Human Services 7,223,571 
Department of Housing and Urban Development 20,3975 
Department of the Interior 661,123 
Department of Justice 48 
Department of Labor 51,268 
National Aeronautics and Space Administration® 109,685 
Office of Personnel Management ena 
Railroad Retirement Board 108,665 
Small Business Administration 8,092 
Department of State!? 26,390 
Department of Transportation 784,139 
Department of the Treasury 605,809 
United States Information Agency 658 
Department of Veterans Affairs!/ 113,921 
Defense Contract Audit Agency 17,892,100 
TOTAL $ 37,157,198 


Review Identifies $255.5 Million of 
Questionable Unliquidated Obligations 


The Agency for International Development 
certified to the U.S. Department of the Treasury 
that $9.9 billion of unliquidated obligations 
existed as of September 30, 1987. The OIG 
questioned about $111.8 million in unliquidated 
obligations because the funds were no longer 
needed or dates for their use had expired -- i 
some cases, as far back as 1982; 139 expired 
loans had unliquidated balances totaling $67.4 
million. In some cases disbursements had not 
been made against the loans for more than 5 
years. Also, $43 million in unliquidated 
obligations existed for projects, contracts and 
grants that had expired. An additional $1.4 
million in outstanding operating-expenditure 
obligation balances were identified that were 
related to appropriations that had expired. 
These problems occurred because the AID 
offices had not conducted systematic, in-depth, 
documented reviews of unliquidated balances to 
determine continued need. 


The audit report recommended that AID: (1) 
establish clear guidelines for reviews of 
unliquidated obligations and identify the 
responsibilities of those involved in the process; 
and (2) deobligate balances no longer required 
and examine all unliquidated obligations for 
which final disbursement dates have passed or 
effective dates of obligation documents have 
expired. AID management agreed with the 
recommendations and is taking action to 
implement them. (Agency for International 
Development) 
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Decision Not to Extend Servicing Contract 
Results in $128 Million Savings 


A pilot program contract to collect and service 
housing loans was awarded to one State for a 
period of 7 months, with two 1-year renewal 
peric.us and an anticipated cost of approximately 
$9.5 million. Costs for a nationwide effort were 
estimated to exceed $118 million. 


An audit disclosed that the agency had awarded 
the contract without first performing a 
cost-benefit analysis to determine if the in-house 
work should be contracted out. Although an 
agency analysis had found that the annual 
contract cost exceeded in-house costs by about 
210 percent, the agency was preparing a budget 
request to expand the contract to other States. 
Management officials agreed with the report’s 
recommendations and will not extend the 
contract beyond its scheduled termination date. 
(Department of Agriculture) 


Delayed Launch of Spare Satellites 
Would Save $80.6 Million 


An audit of system requirements and 
development costs for the next generation of 
civilian weather satellites led the OIG to 
recommend that the launch services contract be 
renegotiated to eliminate overlapping periods of 
orbiting spare satellites. Maintaining spares on 
the ground would extend the operating life of 
satellites by 38 months, for an estimated net 
savings of $80.6 million. The satellites, which are 
the responsibility of the National Environmental 
Satellite, Data, and Information Service 
(NESDIS), are procured and launched by NASA 
under a special agreement with the Department 
of Commerce. 


The OIG recommended in an earlier audit 
report that the satellites be launched as late as 
is operationally feasible, since each month of 


delay can mean substantial savings. However, 
the contract terms negotiated by NASA on 
behalf of NESDIS did not give NESDIS this 
flexibility. (Department of Commerce) 


Audit Recommendations Will Save 
$168.2 Million in Spare Engine Purchases 


An Air Force Audit Agency audit found that 
F-108 spare engine requirements were over- 
stated. When spare engine requirments were 
being considered, the highest forecasted engine 
maturity rates were used in the computations. 
Consequently, planned engine purchases 
exceeded actual requirements by 34 engines. 
Management agreed with the audit results and 
savings of $168.2 million are anticipated. 
(Department of Defense) 


Improvements in Education Subsystem 
Could Result in Better Use of 
$122.4 Million Annually 


An audit of the Department of Education’s 
Campus-Based Financial Management Subsystem 
performed to determine if program funds were 
accurately allocated and recorded disclosed 
significant deficiencies. The Campus-Based 
Branch’s (CBB) accounts and loans receivable 
were either inaccurately reported, misclassified, 
or omitted from the reporting altogether, with 
receivables understated by at least $33.4 million. 
In addition, the CBB was not closing out its 
year-end accounts on a timely basis. At the end 
of FY 1988, approximately $68 million remained 
open on the Department’s accounts, and was 
therefore subject to unauthorized use by partici- 
pating educational institutions. 


The audit also found that the CBB was using FY 
1985 base-year data in the Perkins Loan 
allocation formula rather than limiting allocations 
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to funds needed, thus creating an inefficient 
distribution of approximately $21 million annually 
among participating institutions. The Higher 
Education Act of 1965, as amended, requires the 
present allocation formula to be used for 5 years. 
Therefore, the inefficient allocation of funds 
could exceed $100 million over the 5-year period. 


The auditors recommended that CBB officials 
allocate Perkins Loan program funds based on 
amounts received (i.¢., final authorized levels or 
levels actually needed) in the base year rather 
than on the amounts initially allocated in the 
base year. This and several other improvements 
could, collectively, result in annual savings of $21 
million, deobligations of $68 million and collec- 
tions or write-offs of at least $33.4 million. 
(Department of Education) 


Improper Oversight of Energy 
Research Facilities Results in 


Overexpenditure of $97.7 Million 


The Los Alamos National Laboratory, operated 
for the Department of Energy (DOE) by the 
University of California, is authorized 2 percent 
of its operating funds for discretionary projects 
in energy research and development (ER&D). In 
FY 1986-87, LANL actually spent $131.4 million, 
about 7 percent of its operating funds, for 
discretionary purposes. At least $25.9 million of 
this amount was not spent on_ research. 
Although aware of LANL’s spending practices, 
the DOE did not take action to require LANL 
to comply with the limitations of the ER&D 
program. As a result, LANL spent $97.7 million 
more for discretionary projects than had been 
authorized. 


The OIG recommended that: (1) if the initial 
ER&D assessment is accurate, that procedures 
be established to ensure that discretionary funds 
are used only for their intended purpose; (2) if 
the initial ER&D assessment is found to be 


inaccurate, that LANL be instructed to cease 
spending funds in excess of annual authorized 
amounts, and that funds spent in excess be 
considered nonreimbursable to the contractor; 
and (3) LANL project expenditures be periodi- 
cally reviewed to ensure that they are made for 
authorized purposes. (Department of Energy) 


$3.7 Million Should Not Have Been 
Awarded to California Grantee 


The Environmental Protection Agency par- 
ticipated in an $11 million construction grant to 
the Eastern Municipal Water District for a 
collection system, pump station, interceptor, and 
treatment-plant expansion in Riverside County, 
California. Based on erroneous calculations of 
the flows by the State Water Resources Control 
Board (SWRCB), both SWRCB and EPA 
Region 9 approved the grant award even though 
it did not meet the EPA requirement that 
two-thirds of the flows within the service area be 
from the portion of the community in existence 
on October 18, 1972. 


An OIG review concluded that the existing 
dwellings would require less than half of the flow 
capacity in the system and, as a result, the 
collection system portion of the grant is ineligible 
for the funds. By the grantee’s own calculations, 
the immediate buildout collection system 
would serve more than a clold increase over 
existing needs, greatly benefiting developmental 
interests. The Federal share of the collection 
system portion, representing funds to be put to 
better use, is more than $3.7 million. 
(Environmental Protection Agency) 
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The OIG evaluated discount schedule and 
marketing data submitted in response to a GSA 
solicitation for the purchase of general purpose 
ADP equipment and software. The review 
disclosed that: (1) information presented in the 
discount schedule and marketing data sheets was 
not current, accurate, or complete; (2) discounts 
offered to commercial customers exceeded the 
best discounts offered to GSA; and (3) the firm’s 
discount practices were not consistent with the 
policy disclosed to the Government. It was 
recommended that $42.4 million be put to better 
use. 


Preaward audit of a $398 million pricing 
proposal submitted in response to another GSA 
solicitation for ADP equipment and software 
disclosed that commercial discounts were greater 
than those offered GSA and that discount 
practices were inconsistent with the policy 
disclosed to the Government. The auditors 
recommended that $24.6 million be put to better 
use. Subsequently, GSA successfully negotiated 
pricing concessions totaling $17.4 million from 
the firm. (General Services Administration) 


Policy Changes Recommended to 
Prevent Loss of Over $470 Million 
to SSA Trust Funds 


An OIG inspection found that the Social Security 
Administration (SSA) will lose more than $470 
million in interest to the trust funds by not 
having its outstanding debt of $94 million to 
invest until debtors become reentitled to benefits. 
Moreover, the trust funds will lose over $1 
billion in value during the next 20 years due to 


the addition of an estimated $625 million in 
delinquent debts from 1987 through 1988. 


The OIG recommended that SSA institute a 
policy change to allow recovery of delinquent 
overpayments at the higher of either the amount 
of interest income lost to the trust funds or the 
value lost to the trust funds due to inflation. The 
SSA did not believe that it had the statutory 
authority to implement the OIG recommenda- 
tion, but proposed to pursue a legislative 
initiative to allow use of the provisions of the 
Debt Collection Act against nonbeneficiary 
debtors. (Department of Health and Human 
Services) 


Consolidated Operations and Restructured 
Program Could Save $7.8 Million 


An OIG audit found that a Community 
Development Block Grant recipient failed to 
meet the primary program objective of maximum 
program benefits to low-income households and 
area businesses. Of $54.5 million spent in the 
year ended June 30, 1988, $24.1 million (44 
percent) was spent for administrative and 
management costs. Of the remaining $30.4 
million provided to subrecipients, the in-house 
salary and administrative costs represented as 
much as 100 percent of the reported direct 
program costs. Because of unsound management 
practices -- including poor program design, 
unnecessary subrecipients, duplication of effort, 
poor contract administration, and weak or 
nonexistent monitoring -- the grantee signifi- 
cantly reduced the funds available for direct 
assistance for housing and economic develop- 
ment. As a result, the grantee lost control of its 
rehabilitation programs. 


The OIG estimated that the grantee could 
realize $7.8 million in cost savings by: (1) 
simplifying its rehabilitation programs; (2) 
establishing one receiving point to properly direct 
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potential recipients and avoid duplicative and 
unnecessary services; (3) canceling unproductive 
contracts; and (4) developing a plan to phase out 


subrecipient participation in the program. 
(Department of Housing and Urban Development) 


Increase in User Charges 
Could Yield $24 Million Annually 


An OIG review determined that, because of 
insufficient emphasis on and inadequate oversight 
of the user charge program, 4 _ Interior 
Department bureaus had not taken full 
advantage of user charges for services and 
special benefits provided to _ identifiable 
recipients. | Specifically, the National Park 
Service, the U.S. Fish and Wildlife Service, the 
Minerals Management Service, and the Bureau 
of Land Management could have collected an 
additional $24 million annually by establishing 
additional park entrance fees, refuge-controlled 
hunt administration fees, and mineral-related 
document processing fees. 


Pursuant to OIG recommendations, the Assistant 
Secretary for Policy, Budget, and Administration 
has taken actions to issue guidance emphasizing 
establishment of user fees in all appropriate 
cases and to improve monitoring control and 
management oversight of the user charge 
program. Moreover, the Fish and Wildlife 
Service, Minerals Management Service, and 
Bureau of Land Management have agreed to 
implement the recommendations for establishing 
specific user charges, and the National Park 
Service has agreed to implement several other 
recommendations. (Department of the Interior) 


Review Recommends Deobligation of 
$39 Million from "M" Account 


In its survey of the $193 million "M" account for 
the Employment and Training Administration 


(ETA) and how ETA’s regional automation 
system accounts for liabilities, receivables and 
obligations, the OIG found that almost 75 
percent of the unliquidated obligations in the 
"M" account were invalid. "M” account is a U.S. 
Treasury term for the remaining unspent grant 
award balances of appropriations over 3 years 
old. Funds in the "M”" account are available 
indefinitely to pay lawful and timely obligations 
unless a specific appropriation act has a time 
limitation for expending the funds. 


The review found that, of the $193 million in the 
"M" account, $110 million could have been 
deobligated by updating the financial status of 
grants and contracts in administrative closeout 
process, and $32 million by deobligating “pool” 
accounts maintained to pay Comprehensive 
Employment and Training Act expenditures 
remaining after the program expired in FY 1983. 
In addition to recommending deobligations 
totaling $39 million, OIG questioned more than 
$7 million because records showed that grantees 
and contractors received cash in excess of their 
reported costs and that grant and contract costs 
were incurred after expiration of the 3-year time 
limit for expending the funds. Consequently, 
ETA’s financial status was distorted for accounts 
receivable, accounts payable, and undelivered 


orders. (Department of Labor) 


Decreased Use of "Super Guppy" Aircraft 
Results in Budget Deletions of $15.6 Million 


NASA's oversized, one-of-a-kind, turbo-prop 
airplane -- the "Super Guppy” -- was purchased 
10 years ago to transport National Space 
Transportation System oversized cargo. An OIG 
review determined that it had been used 
effectively in past years to haul 'arge loads such 
as the space telescope. }iowever, from 
September 1986 to April 1989, it flew no NASA 
transport missions. In addition, it was found that 
an aircraft upgrade was planned even though 


future use of the “Super Guppy” had not been 
clearly established. 


The OIG recommended hat $6 million planned 
for engine replacement be deleted from 
immediate NASA budget plans and that the 
aircraft be disposed of, if necessary. NASA 
management agreed to assess the need for 
keeping the "Super Guppy” and ended up delet- 
ing from future spending plans a total of $15.6 
million initially budgeted to upgrade the aircraft. 
(National Aeronautics and Space Administration) 


The Railroad Retirement Board (RRB) is 
required by law to administer payment of Social 
Security benefits to RRB annuitants who are en- 
titled to such benefits. Railroad retirement 
benefits are subject to reduction when Social 
Security benefits are paid. It is the responsibility 
of the Social Security Administration to notify 
the RRB when Social Security benefits become 
payable. By law, SSA is required to calculate 
the amount of Social Security benefits payable to 
RRB beneficiaries and to certify this amount to 
the RRB for payment, thus ensuring the proper 
coordination of benefits. 


Review of approximately 1,300 cases identified 
220 cases with erroneous payments of almost $2 
million. SSA was failing to certify some cases to 
the RRB for payment and a low priority was 
assigned to the processing of this type of case by 
the RRB. Improved procedures were needed to 
ensure the accuracy of payments. The RRB 
agreed to tighten existing controls and coordinate 
efforts with SSA. Correction of this condition 
will result in the prevention of about $700,000 
annually in overpayments. (Railroad Retirement 
Board) 


OIG audits of small business investment 
companies (SBICs) are conducted to ensure 
compliance with the Small Business Investment 
Act and rules and regulations of the Small 
Business Administration. An SBIC leverages its 
own equity by obtaining funding from SBA and, 
in turn, provides financing to small business 


concerns. 


An audit of an SBIC that had applied for $2 
million in SBA funding disclosed that $350,000 
provided to a small business concern was used to 
pay off debts owed to the SBIC’s parent 
company. The audit also found that $400,000 
provided to another small business concern was 
used by a third party to repay debts owed to the 
SBIC’s parent company. In addition, the SBIC 
advanced $850,00 of its funds for use by its 


parent company. 


The OIG recommended that the $2 million be 
put to better use until such time as the SBIC 
completely complied with SBA’s rules and 
regulations. (Small Business Administration) 


OIG Finds Proposed Cost Savings 
Based on Agency Miscalculations 


The Department of State is conducting a pilot 
program to determine whether it should store 
household effects of employees stationed 
overseas in U.S. Government-leased, contrac- 
tor-operated (GLCO) warehouses instead of 
using local moving and storage contractors, as at 
present. The decision to use GLCO warehouses 
was based on expectations of improved security 
and service and potential cost savings of $3 
million during the first 10 years of the 
conversion. 
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The House and Senate Appropriations 
Committees requested in the FY 1989 
Appropriations Bill Conference Report that the 
OIG review the proposed Department policy 
change. The audit found that the Department's 
decision was based on incomplete and inaccurate 
data. The OIG projected that, under the most 
favorable circumstances, full conversion to 
GLCO warehouses would cost at least $7.1 
million more over the 10-year period than would 
the current use of local contractors. With less 
favorable assumptions, the increased costs would 
be substantially higher. 


The OIG report recommended that the 
Department reconsider the pilot program and 
discontinue it unless Department officials con- 
clude that the higher cost is justified by the 
expected improvements in security and service. 
(Department of State) 


Review Discloses Untimely Contract 
Closeout and Failure to Deobligate 
Excess Funds 


An OIG review found that, of 85 Federal 
Aviation Administration (FAA) contracts 
sampled, 71 were not closed out in accordance 
with Federal Acquisition Regulation (FAR) time 
limits and were overdue an average of 36 
months. The FAR requires deobligation of 
unexpended funds as part of the closeout 
process. The OIG projected that between 250 
and 324 contracts were overdue for closeout, 
with approximately $6.4 million in unliquidated 
funds. 


The FAA Contracts Division had 33 closed 
contracts with unliquidated balances of $849,000. 
Furthermore, 42 contract records were found 
with more than $32 million in unexpended funds 
for which accounting files could not be located, 
and it is possible that a portion of this additional 
$32 million may require deobligation. The major 


factor for the delays was lack of specific written 
FAA procedures on contract closeout; not all 
Contract Division personnel knew that a contract 
modification is required to deobligate unex- 
pended funds upon contract closure. Further, 
the FAA accounting division had rot fully 
implemented existing requirements to review the 
accuracy of obligation data. 


The OIG recommended that FAA: (1) establish 
reporting requirements to monitor the closeout 
process; (2) publish and distribute procedures on 
contract closeout; (3) place greater emphasis on 
contract closeout, especially for contracts with 
unliquidated balances; (4) deobligate unexpended 
balances of $849,000 on contracts identified as 
closed with unliquidated obligations; and (5) 
review contracts with more than $32 million in 


FAA has contracted for the development and 
distribution of written procedures on contract 
closeout to contracting and program officials and 
has begun establishing an automated tracking 
system to ensure greater emphasis on the 
contract closeout process. The contractor is also 
and liquidation of fund balances. (Department of 
Transportation ) 


Improved Implementation of Tax Reform 
Act Could Bring $360 Million in 
Additional Revenues 


A nationwide audit concluded that the Internal 
Revenue Service (IRS) had successfully 
of the Tax Reform Act of 1986. Nevertheless, 
the audit identified over 30 areas where revised 
tax forms, expanded taxpayer instructions, 
enhanced processing controls, and other im- 
provements could result in improved taxpayer 


For example, IRS could raise approximately $285 
milion in additional revenues if mt restored its 
estimated tax penalty tolerance to the pre- 1985 
level. In addition, improved taxpayer imstructions 


erroneously prepared returns in the 1988 filing 
season. IRS agreed with a majority of the 
recommendations. (Department of the Treasury) 


Improved Controls in Outpatient 
Workload Reporting Would Yield Better 
Use of $105 Million Annually 


An OIG audit disclosed that Department of 
Veterans Affairs (VA) medical facilites 
overreported an estimated 14 percent of 
ee 


administrative controls to ensure proper 
reporting of outpatient data. This should result 
in more efficient allocation of approximately 
$105 million annually in outpatient care 
resources nationwide. (Department of Veterans 
Affairs) 


$169 Million in Foreign 
Commodities Improperty Guaranteed 


The Export Credit Guarantee Program guaran- 
tees repayment of credit extended to foreign 
buyers of US. agricultural commodities. An OIG 
audit found that the Foreign Agriculture Service 
had guaranteed loans valued at $169.2 million 
commodities. 

The main cause for reign commodities being 
included was exporters’ musstatements - some 
knowingly made, while others w<re unaware that 
a porton of the commodities were of foreign 
which contained from 25 to over 80 percent 
foreign tobacco and was then exported as “US. 
Origin” tobacco. 


The report recommended that the Foreign 
Agricuture Service improve its criteria for 
definaig commodity eligibility, establish a renew 
system, and enforce existing program regulations. 
(Department of Agriculture ) 


Deobligation of $8.6 Million Recommended 
for Food Security Management Project 


A food security management project was 
undertaken to assist Pakistan in establishing an 
December 1988, AID had expended $13.7 
million of the $35 million authorized for the 
Project. 

Because AID did not require Pakistan to adhere 
to the project agreement, Pakistan placed a low 
pnorty on establishing a Directorate of 
Agricultural Policy, as required in the agreement. 
Without this directorate to establish and oversee 
Pakistan's economic analysis network, AID 


carmnot ensure that Pakistan’s agricultural 
economic and policy analysis capabilities will be 
strengthened, and little benefit will be received 
from $7.5 million in project funds. It was 
recommended that AID deobtligate the remaining 
$3.8 million for this portion of the project. 


The Government of Pakistan did not improve 
the system for collecting basic agricultural data 
as required by the grant agreement. Although 
technology is available to facilitate these im- 
provements, doubts remain about Pakistan's 
commitment to use this technology and to meet 
its funding and staffing requirements. It was 
recommended that AID deobligate and 
reprogram the remaining $4.8 million for this 
portion of the project if Pakistan does not ~eet 
its obligations. (Agency for International 
Development) 


Correction of Contract 
Deficiencies Saves $19.4 Million 


Audit of a $289 million contract for development 
of an automated patent system identified serious 
deficiencies in controls over contiact per- 
formance and costs, and the OIG recommended 
that the Patent and Trademark Office (PTO) 
renegotiate the contract. PTO agreed, the 
deficiencies were corrected, and the renegotia- 
tion was completed. As a result, the contractor 
reduced its staff by more than 10 percent, saving 
$9 million, and agreed to gradually transfer 
computer support operations to PTO staff, 
replacing all but 5 of its 51.5 operating staff 
positions by 1992 and saving an additional $10.4 
mulhon. 


Because of longstanding concern about the 
adequacy of the technical information used in 
PTO’s contract negotiations, the OIG arranged 
to have the Defense Logistics Agency advise and 
assist PTO in its preparations for this renego- 
tiation. The result was an outstanding technical 


analysis, which was a major factor in achieving 
the savings described. Future negotiations may 
result in even greater savings. (Department of 
Commerce) 


Excess Items on Order Cost Army 
Millions in Unnecessary Costs 


An OIG audit disclosed that the Army had an 
ineffective process for making contract 
termination decisions at two commands. Army 
officials made uneconomical decisions on 51 
percent of evaluated line items. Department of 
Defense OIG auditors estimated that the 
commands may incur as much as $87.3 million a 
year in unnecessary investment, storage and 
interest costs because of Army decisions, and 
that 4 other Army inventory control points may 
have incurred $101.6 million in similar 
unnecessary costs. The value of excess on-order 
assets in the Army is overstated by $331.7 
million. 


The auditors recommended to the Army that: 
(1) procedures be established and implemented 
to determine when contract termination action is 
in the Government’s best interest; (2) excess 
on-order assets not terminated be used as 
Government-furnished material on production 
contracts; (3) more controls be established over 
existing validation processes; and (4) the 
accuracy of final excess on-order asset levels 
above a specified dollar amount be verified. 
Management concurred with the audit findings. 
(Department of Defense) 


Improved Controls Could Prevent 
Misallocation of $60 Million Annually 


A national audit of the process used to collect 
State per pupil expenditure (SPPE) data for the 


allocation of Chapter 1 funds revealed deficien- 
cies in every segment of the data collection 
process. 


At the State level, the review disclosed 
inadequate controls and written procedures for 
accumulating and reporting SPPE data. Sig- 
nificant errors were made by the 5 States 
included in OIG’s review. As a result, the 
States: (1) incorrectly reported the same 
expenditure twice; (2) reported unsupported, 
unallowable or misclassified expenditures; (3) 
reported unsupported attendance data; and (4) 
failed to report some allowable expenditures. 
The inaccurate reports resulted in overallocation 
of $35.4 million of Chapter 1 funds to those 
States for award years 1984-85 and 1985-86. 


At the Department level, the review disclosed 
limited and inadequate guidance to the States for 
the accumulation and reporting of SPPE data; 
poor coordination between Department program 
officials and the National Center for Education 
Statistics; and inadequate collection and veri- 
fication procedures at the Center. 


Recommendations were made for the develop- 
ment of controls and written procedures to 
ensure the accurate preparation of SPPE reports. 
If the review findings are representative of errors 
made nationally in reporting SPPE data to the 
Department, implementation of these recommen- 
dations could prevent future annual misalloca- 
tions of $60 million in Chapter 1 funds. 
(Department of Education) 


Improperly Awarded Construction 
Grant Should Not Receive 
Federal Funding 


A continuation construction grant of more than 
$37 million was awarded to the Milwaukee 


Metropolitan Sewerage District (MMSD), 
Milwaukee, Wisconsin, for construction of 
facilities as part of a crosstown interceptor 
project. During the project design phase, 
Milwaukee County expressed concern that the 
proposed construction site was too close to the 
Milwaukee County Eye Institute where opera- 
tions were performed with delicate instruments. 


Fight other sites were studied, and one was 
chosen as the most environmentally safe and 
cost-effective alternative. However, after lengthy 
negotiations, MMSD was unable to obtain site 
easements from Milwaukee County for the 
recommended alternative site. Another site, not 
one of the previous 8, was selected, costing 
about $3 million additional for design and 
construction, architectural engineering fees, and 
administrative expenses. 


The OIG determined that the site selection was 
not cost justified and recommended disallowance 
of the $3 million. (Environmental Protection 


Agency) 


Acceleration of Payroll Tax Deposits 
Could Save Billions of Dollars 


The OIG proposed acceleration of payroll tax 
deposits of large employers to 1 banking day 
after disbursement of wages. (Currently, large 
employers have from 3 to 11 days to deposit 
payroll taxes after disbursement of wages.) The 
OIG estimated that this proposal could generate 
as much as $15.5 billion over a 5-year period for 
the U.S. Treasury and the Social Security and 
Medicare trust funds. The savings would result 
from a shifting of $12.1 billion into earlier fiscal 
years and $3.4 billion in earned interest. 
(Department of Health and Human Services) 
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Tax Revenues Not Collected 
by Government of American Samoa 


An audit disclosed that the Government of 
American Samoa was not collecting more than 
$2 million annually in excise and income taxes 
because of inefficient and __ ineffective 
administration of its income, excise, and sales tax 
program. These continuing lost revenues were 
attributable to such factors as individuals and 
businesses not filing required tax returns or filing 
returns that did not include all taxable income. 
The losses were also due to the Government’s 
failure to assess interest and penalties for 
noncompliance with existing tax laws. The 
Acting Governor of American Samoa indicated 
that corrective actions had been or would be 
taken. (Department of the Interior) 


Mine Safety and Health Administration 
Grantee Advances Reduced by Over 
$3.4 Million 


An OIG review concluded that the first 
financial-statement audit covering the financial 
statements for the Mine Safety and Health 
Administration (MSHA) for FY 1987 and FY 
1988 had been presented in accordance with 
generally accepted Federal accounting principles, 
with one exception. In FY 1988, MSHA 
advanced $3.8 million to 47 grantees. At the 
end of the fiscal year, only $1.1 million in 1988 
expenses had been recorded by MSHA, leaving 
Outstanding advances of $2.7 million. In 
addition, $1.7 million remained outstanding from 
prior years. MSHA had not instituted controls 
or sanctions to ensure timely grantee reporting 
and letter-of-credit drawdowns. 


Pursuant to OIG recommendations, MSHA 
reduced grantee advances to under $1 million 
and instituted procedures to follow up on late 
reports and to closely monitor cash drawdowns. 
Procedures also were established to ensure that 
grantee reports were promptly recorded in the 
financial system. (Department of Labor) 


Use of Fewer Administrative Aircraft 
Could Save Over $20 Million 


An audit of the use of administrative aircraft 
throughout NASA showed that management 
actions were needed to determine if admin- 
istrative aircraft services were worth the cost 
and, if so, to increase the economy and efficiency 
of the operations and to comply with applicable 
regulations. The OIG determined that executive 
transportation requirements could be satisfied 
with fewer aircraft, thereby saving an estimated 
$20.1 million in replacement aircraft acquisition 
costs. (National Aeronautics and Space 
Administration) 


Review Discloses Inaccurate 
Insurance Benefit Calculations 


An OIG review of the financial interchange 
system tested the accuracy of data used to 
estimate the amount of old-age and survivors 
benefits that the Social Security Administration 
would have paid in 1986. The financial 
interchange is an annual funds transfer among 
the SSA, HCFA, and the Railroad Retirement 
Board. It was created by Congress to place the 
Federal Old-Age and Survivors Insurance, 
Federal Disability Insurance, and Federal 
Hospital Insurance trust funds in the same 
financial position they would have been in had 
the railroad retirement system never existed. In 
this way, the Social Security trust funds neither 
gain nor lose due to the RRB’s separate 
existence. 
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The review found that an_ inappropriate 
assumption made in 1963 concerning SSA 
eligibility, and missing and incorrect information 
in the database upon which the calculations are 
based, caused the RRB to receive more than $2 
million less than it should have. RRB officials 
have taken the necessary action to correct the 
problems and, as a result, the RRB will receive 
an additional $2.3 million annually. (Railroad 
Retirement Board) 


Capital Impairment of Small Business 
Investment Company Brings Recommenda- 
tion to Deny $1 Million Application 


Audit of an SBIC that had applied for $1 million 
in SBA funding disclosed that its portfolio 
valuations were significantly overstated. (An 
SBIC is supposed to have a minimum of $1 
million of private capital in order to qualify for 
SBA funding.) Three of the company’s invest- 
ments related to companies that were no longer 
operating, and the value of certain of its equity 
investments was Overstated based on comparison 
of the SBIC’s investment to its proportional 
share of each portfolio concern’s respective book 
value. Proper valuation of these investments 
would have depleted the SBIC’s equity, making 
it ineligible for program participation and future 
SBA funding. 


The auditors recommended that the application 
for $1 million be denied until the issues 
concerning the SBIC’s financial stability were 
resolved. (Small Business Administration) 


Post Downgrading Would Result in 
Annual Savings of $280,000 


Consulate Nuevo Laredo, Mexico, has a small 
consular workload and minimal reporting 
requirements. An OIG inspection determined 


that the consulate’s functions can be performed 
more cost-effectively by reassigning its consular 
and reporting activities to other constituent posts 
and by replacing the consulate in Nuevo Laredo 
with a consular agency. These changes would 
result in an eventual annual savings of $280,000 
in leasing and operational costs. (Department of 
State) 


Inadequate Monitoring of Research 
Projects Brings Recommendation 
to Deobligate $3 Million 


An OIG audit disclosed that the Urban Mass 
Transportation Administration (UMTA) did not 
consistently require grantees to submit progress 
and financial status reports on ongoing research. 
Consequently, project managers were unable to 
hold grantees to scheduled completion dates, 
ensure that local share funding requirements 
were met, or promptly initiate closeout actions 
on inactive or completed projects. Also, project 
managers had not adequately reassessed the 
continuation of 18 past due projects in light of 
current priorities or ensured that current 
information on 19 ongoing research activities was 
shared with the transportation community. 
Better financial monitoring was also needed. 
The audit identified approximately $3 million 
that should be deobligated and $43,000 of local 
share requirements that were not met. 


The OIG recommended that UMTA require 
project managers to: (1) obtain and review the 
reports necessary to track grantee progress and 
expenditures and to identify inactive or 
completed projects for closeout and deobligation 
of funds; (2) hold grantees responsible for 
meeting scheduled completion dates and bring 
substantial delays to management’s attention so 
that continuing such projects might be 
reassessed; and (3) identify ongoing research 
efforts that should be shared with the 
transportation community. UUMTA also needs 
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to establish better financial controls in order to 
ensure that local share funding requirements 
have been met and to promptly initiate closeout 
actions in order to deobligate unneeded funds. 
(Department of Transportation) 


Recommended Changes Could Prevent Over 
$5 Million in Unnecessary Workers’ 
Compensation Payments Annually 


The Department of the Treasury agreed with 
the findings of an audit that examined the 
Workers’ Compensation program in 5 bureaus. 
The audit found that the IRS, the U.S. Customs 
Service, and the Bureau of Alcohol, Tobacco and 
Firearms did not have effective light 
duty/return-to-work programs, thereby incurring 
unnecessary payments to former Treasury 
employees in excess of $5 million annually. This 
could amount to more than $100 million in 
compensation over the life expectancy of 
employees who are currently on the Workers’ 
Compensation rolls but capable of performing 
some type of work. In addition, IRS and 
Customs were not verifying the accuracy of 
Department of Labor chargeback billing lists. As 
a result, from 1984 to 1988, IRS erroneously 
paid the Department of Labor more than $2 
million for individuals who were not IRS 
employees. (Department of the Treasury) 


Improved Loan Servicing 
Could Significantly Reduce VA Losses 


A program audit of loan servicing showed that 
improved servicing and controls over loan 
terminations should result in more effective 
assistance to veterans and could have reduced 
VA losses by $85 million in FY 1989. Improved 
timeliness of lender default reporting and 
adequate primary servicing are needed. The 
Chief Benefits Director agreed to: (1) stress the 


importance of VA supplemental servicing; (2) 
implement a training program for loan servicers; 
(3) enforce servicing and termination require- 
ments; (4) provide regional offices with sufficient 
staff to meet workload demands; and (5) estab- 
lish program priorities, goals, and objectives. 
(Department of Veterans Affairs) 


Auditors Recommend Correction of Cost 
Deficiencies in Pricing and Billi 
of F-16 Aircraft 
The Department of Defense OIG participated in 


a cooperative effort with the Supreme Audit 
Institution, composed of auditors from the 4 


European Participating Governments (EPG) and 
the U.S. General Accounting Office, to evaluate 
the procedures and internal controls for 
identifying, accumulating and billing costs for 
purchase of the F-16 aircraft by the EPG. 


The audit found that: (1) the Air Force used 
inadequate reporting procedures to account for 
the flow of costs in the F-16 aircraft sales to the 
Foreign Military Sales Billing Statement; and (2) 
the Air Force funded excessive costs of $9.7 
million in engineering and contractor change 
proposals on behalf of the EPG. 


The auditors recommended correcting the cost 
deficiencies in accounting for F-16_ sales. 
Management agreed. (Department of Defense) 


iil. 


MANAGEMENT DECISIONS TO DISALLOW COSTS AS 
A RESULT OF INSPECTOR GENERAL 
RECOMMENDATIONS 


P.L. 100-504, sec. 106(d)(f)(3), defines "disallowed cost" as a questioned cost that agency 
management, in a management decision, has agreed should not be charged to the 
Government. This category quantifies decisions taken by agency management during FY 
1989 to recover funds and call loans in response to IG recommendations, without regard 
to when the recommendation was made. Included in this category are sustained monetary 
recommendations management has placed in accounts receivable for recovery through 
billing the recipient parties; collections through other tangible goods and assets; and 
offsetting grants and contract payments, funds from franchise fees, timber sales, royalties, 
and other areas. 


The table below presents a statistical summary of management decisions during FY 1989 
to disallow costs in response to IG recommendations made during that or previous periods. 


Total 
Agency (in thousands) 
Agency for International Development $ 4,909 
Department of Agriculture 45,058 
Department of Commerce 9,696 
Department of Defense? 21,327 
Department of Education 178,500 
Department of Energy‘ 1,552 
Environmental Protection Agency 44,965 
Federal Emergency Management Agency 29,337 
General Services Administration 11,359 
Department of Health and Human Services 265,173 
Department of Housing and Urban Development 86,665° 
Department of the Interior 1,558 
Department of Justice 231° 
Department of Labor $7,894 
National Aeronautics and Space Administration® 717,941 
Office of Personnel Management 4,855 
Small Business Administration 640 
Department of State!? 643 
Department of Transportation 142,742 
Department of the Treasury $30 
United States Information / 296 
Department of Veterans Affairs! 1,545 
Defense Contract Audit Agency 1,275,400 
TOTAL $ 2902816 
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IV. 


MANAGEMENT DECISIONS TO IMPLEMENT 
INSPECTOR GENERAL RECOMMENDATIONS 
FOR BETTER USE OF FUNDS 


This category is a quantification of decisions taken by agency management during FY 1989 
[as defined by P.L. 100-504, sec. 106(a)(9)(C)(i) and sec. 106(d)(f)(5)] in response to IG 
recommendations, made during that or previous periods, to prevent improper obligations for 
expenditure of agency funds or to improve agency systems and operations, and thereby 
either reduce budget deficits through avoidance of unnecessary expenditures or more 
efficiently allocate program funds. (Section II, "Inspector General Recommendations That 
Funds Be Put to Better Use," provides a description of the types of recommendations 
included in this category.) 


The table below presents a statistical summary of funds that will be used more efficiently 
as a result of management decisions during FY 1989 to implement IG recommendations. 


Total 

Agency {in thousands) 
Agency for International Development $ 62,144 
Department of Agriculture 2,147,696 
Department of Commerce 121,126 
Department of Defense? 1,305,028 
Department of Education 396,700 
Department of Energy’ 380,590 
Environmental Protection Agency 61,139 
Federal Emergency Management Agency 25 
General Services Administration 220,737 
Department of Health and Human Services 4,981,000/? 
Department of Housing and Urban Development 26,3767 
Department of the Interior 119,649 
Department of Justice 390° 
Department of Labor 61,430 
National Aeronautics and Space Administration™ 104,507 
Office of Personnel Management --- 
Railroad Retirement Board 102,370 
Small Business Administration 10,619 
Department of State!¢ 2,200 
Department of Transportation 641,364 
Department of the Treasury 604,249 
United States Information Agency 465 
Department of Veterans Affairs!! 109,664 
Defense Contract Audit Agency 5,879,200 
TOTAL $17,338,668 
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V. 


QUALITY ASSURANCE OF WORK PERFORMED 
BY NON-FEDERAL AUDITORS 


A total of 15,049 non-Federal audits were 
received and processed by Federal Inspectors 
General during FY 1989. These audits con- 
tained $352.5 million in monetary findings. A 
total of $239.8 million in audit findings was 
sustained by program officials during FY 1989. 


Federal IGs are responsible, under section 
4(b)(3) of the Inspector General Act, for 
assuring that audits of Federal activities by 
non-Federal auditors meet applicable standards. 
Such audits may include organization-wide audits 
of State and local governments as required by 
the Single Audit Act of 1984. 


To carry out their audit quality responsibilities, 
Inspectors General perform desk reviews and/or 
quality control reviews of non-Federal audits. A 
desk review is an examination of the audit report 
to assure that it is complete with respect to the 
proper financial statements and opinions and any 
additional Federal requirements. A quality 
control review is a more detailed examination of 
the audit work performed and generally involves 
a review of the non-Federal auditor’s working 


papers. 


Upon completion of a desk or quality control 
review, the issuing IG office will complete the 
processing of a report as follows: 


0 Without change or with minor changes -- 
Reports that require no changes or only 
minor changes, or do not require correction 
of other than minor deficiencies in the audit 
work, are transmitted by the cognizant 
agency (assumed or assigned) audit 
organization to program officials without 
change or with minor changes, as 
appropriate. 
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With major changes -- Reports requiring 
major changes are issued after major 
changes are made to the audit report and/or 
after the correction of substandard 
performance in the audit work. Examples of 
major changes/deficiencies include material 
errors in a major component report or 
another report, or audit work deficiency 
which by itself represents a departure from 
generally accepted Government auditing 
standards but does not make the audit 
report unusable if not corrected. 


With significant inadequacies -- Reports 
containing significant inadequacies which 
make the audit so pervasively faulty that 
users cannot rely on it are returned to the 
auditee for correction by the auditor. 
Examples of significant inadequacies include 
workpapers so deficient as to make it 
impossible to assess the adequacy of the 
auditor’s work on the study of internal 
controls or the testing of compliance 
requirements; or other departures from 
generally accepted auditing standards so 
gross as to undermine the credibility of the 
audit. 


If corrections are not made within the 
requested time or do not adequately address 
the deficiencies, the report is rejected. An 
assessment is then made regarding whether 
referral of the auditor for substandard audit 
work is warranted. (See "Auditors Referred 
to State Licensing Boards and Professional 
Societies for Deficient Audit Work," below.) 


RESULTS OF NON-FEDERAL AUDIT 
QUALITY ACTIVITIES 


This year, 15 Inspectors General performed desk 
reviews on 15,049 non-Federal audit reports 
prepared by independent public accountants 
(IPAs) or by State or local government auditors. 
On 567 of these reports they also performed 
quality control reviews (QCRs). 


Of the reports receiving only desk reviews, 
12,170 (84 percent) were processed without 
changes or with minor changes, and 2,312 (16 
percent) required major changes or contained 
significant inadequacies. However, of the 567 
audits for which a QCR was performed, 48 per- 
cent required major changes or had significant 
inadequacies. 


Reports issued without change 
or with minor changes 


Reports issued with major 
changes 


Reports with significant 
inadequacies 


TOTAL 
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12,170 (84) 


1,668 (12) 


Of the audit reports prepared by IPAs this year, 
17 percent required major changes or contained 
significant inadequacies. Of the audits 
performed by State or local government auditors, 
5 percent required major changes or had 
significant inadequacies. However, in instances 
where QCRs were performed, 51 percent of 
audits prepared by IPAs and 27 percent of 
audits prepared by State and local governmental 
auditors required major changes or had 
significant inadequacies. The results of IG desk 
and quality control review activity during FY 
1989 are summarized in the following tables. 


296 (52) 12,466 (83) 
160 (28) 1,828 (12) 


111 (20) __755 (5) 
$67(100) 15,049 (100) 


DRs__(%) QCRs (%) Total _(%) 


Reports issued without change 
or with minor changes 10,870 ( 83) 252 ( 49) 11,122 (82) 


Reports issued with major 
changes 1,614 ( 12) 147 ( 30) 1,761 (13) 


Reports with significant 
inadequacies 631 (5) 


TOTAL 13,115_(100) 


STATE/LOCAL GOVERNMENT AUDITORS 
__DRs (%) QCRs (%) Total (%) 


Reports issued without change 
or with minor changes 1,300 (95) 44 (73) 1,344 (94) 


Reports issued with major 
changes 54 (4) 13 (22) 67 (5) 


Reports with significant 


inadequacies 3 (5) 16__(1) 
TOTAL 60.(100) = 4,427, (100) 
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AUDITORS REFERRED TO STATE 
LICENSING BOARDS AND 
PROFESSIONAL SOCIETIES FOR 
DEFICIENT AUDIT WORK 


Deficient audit work may result in the referral of 
an auditor to the auditor’s State board of 
accountancy or the American Institute of 
Certified Public Accountants (AICPA). These 
referrals can lead to revocation of a CPA’s 
certificate and/or license, monetary fines, and 
other disciplinary actions. Under a suspension/ 
debarment action, an auditor may be prohibited 
from conducting audits of Government activities. 
Under a limited denial of participation, an 
auditor may be prohibited from conducting 
audits for a limited time period within a 
specified jurisdiction. 


This year, 33 non-Federal auditors were referred 
to their State board of accountancy or the 
AICPA, 9 were suspended or debarred from 
conducting audits of Government activities, and 
1 was prohibited from conducting audits under a 
limited denial of participation. 


DISCIPLINARY ACTIONS LEVIED 
AGAINST CPAs REFERRED FOR 
SUBSTANDARD WORK 


Disciplinary actions taken this year which were 
based on IG referrals include the following. 


0 A State board found that a particular office 
of a national accounting firm had performed 
substandard audit work. The firm agreed to 
not have that office perform Government 
work for a period of 5 years. 


o One CPA’s license was suspended by a State 
board for a period of 3 years. 
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o One CPA agreed not to renew his permit to 
practice in a particular State as a result of 
the referral and subsequent investigation by 
the State board. 


o The AICPA admonished a CPA and 
required him to complete 80 hours of 
continuing professional education and submit 
his practice to a peer review. 


o The AICPA required a CPA to complete 96 
hours of continuing professional education 
and submit future audit work for review over 
a 3-year period. 


VI. 


PCIE COMMITTEES 


AND 


The PCIE provides leadership for Government- 
wide activities to reduce waste and abuse in 
Federal operations and programs. The 
Chairman of the PCIE is William M. 
Diefenderfer III, Deputy Director of the Office 
of Management and Budget. Since its 
establishment by Executive Order in 1981, the 
Council has coordinated interagency efforts 
chaired by its members. Coordinating these 
committees and projects is the job of the Vice 
Chairman, Sherman M. Funk, who is the 
Inspector General at the Department of State. 


The PCIE’s committees comprise an integral part 
of the Inspector General community. By sharing 
past experiences and applying new ideas, the IGs 
are able to develop useful material for applica- 
tion throughout Government. 


Assisting the PCIE in its efforts during FY 1989 
were the following standing committees: 


Audit Committee 

Computer Committee 

Administration, Inspections and Special 
Reviews Committee 

Legislation Committee 

Integrity/Law Enforcement Committee 


Oo 
oO 
oO 


Oo 
0 


Following are brief descriptions of the com- 
mittees and summaries of significant audit- and 
inspection-related committee activities and proj- 
ects completed during FY 1989. The individuals 
identified as committee chairs are those who 
served in that capacity during the reporting 
period. 
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PROJECTS 


———————_—— EE ———T——l—_——TlT_—E——— EEE EEE 


AUDIT COMMITTEE 
(Chair: June Gibbs Brown; Inspector General, 
Department of Defense) 


The Audit Committee provides a focal point for 
IG positions on proposed new or revised 
accounting and auditing standards; addresses 
issues concerning non-Feceral audit quality and 
responsibilities under the single audit concept; 
and conducts interagency audits and other 
projects, including studies, reviews and other 
means of addressing multi-agency issues that do 
not lend themselves to an audit approach, but 
deal with significant oversight and policy matters 
relating to the integrity, economy and effec- 


tiveness of Government operations and 
programs. 

Standards Subcommittee 

(Chair: James B. Thomas, Jr.; Inspector General, 
Department of Education) 


The Standards Subcommittee addresses issues 
related to professional auditing and accounting 
standards. The Subcommittee manages several 
ongoing projects; during FY 1989, its accomplish- 
ments included the following: 


0 COMMENTS ON PROPOSED 
PROFESSIONAL __PRONOUNCEMENTS. 
STANDARDS, AND __OTHER__ AUDIT- 
RELATED DOCUMENTS. The 
Subcommittee circulated 7 proposed 
professional pronouncements and guidelines 
to the Inspector General community, and 
provided or forwarded comments on the 
following proposed professional standards 
and other audit-related documents: 


- Financial Accounting Standards Board, 
"Employer’s Accounting for 
Postretirement Benefits Other Than 
Pensions” 


-- Proposed OMB Circular A-133, "Audits 
of Institutions of Higher Education and 
Other Nonprofit Organizations” 


- Proposed compliance supplement for 
single audits of educational institutions 
and other nonprofit organizations 


- Proposed guidelines for audits of 
Federal awards to _ nonprofit 
organizations 


- AICPA exposure draft, "Omnibus 
Proposal of Professional Ethics Division 
Interpretations and Rulings" 


-- Government Accounting Standards 
Board exposure draft, "Accounting and 
Financial Reporting for Risk Financing 
and Related Insurance Issues" 


QUALITY OF NON-FEDERAL AUDITS. 
The Standards Subcommittee conducts and 
compiles semiannual surveys on the results 
of OIG desk reviews and quality control 
reviews of audits of Federal programs 
conducted by non-Federal auditors. The re- 
sults of the Subcommittee’s efforts in FY 
1989 are presented in Section V, “Quality 
Assurance of Work Performed by Non- 
Federal Auditors." 


PCIE POSITION STATEMENTS. Two PCIE 


Position Statements were issued. Number 4 
provides IGs with uniform guidance on 
referring substandard work by non-Federal 
auditors to appropriate regulatory and 


professional bodies. Number 5 provides uni- 
form guidance on the use of a new audit 
guide for A-110 audits of non-profit 
organizations. 


0 FLORIDA EXPERIMENT. A memorandum 
was issued informing IGs of the 33 State 


boards of accountancy that want to 
participate in a process of information- 
sharing that was pilot-tested in the State of 
Florida. Commonly known as the “Florida 
Experiment,” the process calls for OlGs to 
provide to State boards copies of 


sponsored two meetings of the PCIE 
Roundtable, which consists of representatives 
of selected CPA firms, various professional 
groups and several IGs. The purpose of the 
meetings was to continue the dialogue on 
audit quality issues begun at earlier meetings 
of the group. 


Project Subcommittee 
(Acting Chair: Leon Snead; Acting Inspector 
General, Department of Agriculture) 


The following projects were completed during 
the reporting period: 


© COORDINATED REVIEW OF 
GUARANTEED LOANS, SEGMENT II 


(Acting Chair: Leon Snead; Acting Inspector 
General, Department of Agriculture) 
Segment I of this review evaluated agency 


actions to implement the Nine Point Credit 
Management Program applicable to awarding 


Saliemmenbty Guanen decueninn ton 
guarantees - from $320 billion in FY 1981 to 
$507 billion in FY 1987. In FY 1987 alone, 
guaranteed loan defaults totaled $9.6 billion. 


The coordinated review showed that losses can 
be reduced substantially by: 


supervision, and (b) filing accurate and prompt 


0 AUDIT OF CONTRACT MODIFICATIONS 


(Chair: John W. Meichner, Inspector General, 
Department of Transportation) 


The objective of this project was to determine if: 
(1) contract modifications were made in 
accordance with Federal regulations and used 
only to procure needed products; and (2) 
conducted to ensure fair and reasonable prices. 


The review identified 3 recurring compliance 


problems requiring greater Government-wide 
attention. = First, contract files supporting 


modifications were generally not adequate to 


37 


show that contracting actions were complete. 
Second, contract modifications were not always 
definitized in the shortest practicable time. 
Finally, contract options were gencrally exercised 
automatically without evaluating the current 
market to determine if the option conditions and 
prices were the most cost-efficient or in the best 
interest of the Government. 


The Office of Federal Procurement Policy issued 

a memorandum to Federal agency procurement 

executives describing the 3 finding areas and 

requesting that each such executive review his or 

her agency's procurement system and take 
nam antl 


0 AUDIT OF THE ESTABLISHMENT AND 
COLLECTION OF USER CHARGES 


(Chair; James R. Richards; Inspector General, 
Department of the Interior) 


The objective of this project was to evaluate the 
effectiveness of the policies and procedures 
relating to the establishment and collection of 
user charges. The audit reviewed user charges 
at the Departments of Interior, Defense, 
Transportation, Housing and Urban 
Development, Health and Human Services, and 
Agriculture. 

The audit showed that the 6 departments did 
not maximize the establishment and collection 
of user charges as a means to recover the 
Government's cost for providing services and 
benefits to identifiable recipients. Potential user 
charges related to services costing about $476 
million were not collected because of certain 
policy decisions and inadequate implementation 
of user charge criteria. 


The audit also disclosed that the 6 departments 
were impeded from establishing and collecting 
reasonable user charges because of existing 


Statutes and Congressional preferences. The 
report estimated that an additional $770 million 
in program costs may be potentially offset 
through collection of user fees upon the 
collection of these impediments. 


The report includes 5 recommendations to the 
Office of Management and Budget which, if 
implemented, should erhance the opportunity to 
establish and collect user charges in the Federal 
Government and improve individual departments’ 
efforts to remove impediments to implementing 
user charges. 


0 ACCOUNTING SYSTEMS 


(Chair: John W. Melchner; Inspector General, 
Department of Transportation) 


The objective of this project was to assure that 
funds for improved accounting systems are well 


spent. 


The review determined that using a System 
Development Life Cycle (SDLC) process for 
developing accounting systems provides the best 
assurance that system development funds are 
well spent. The review found that 15 of the 23 
Federal departments and agencies studied have 
not followed one or more of the initial control 
requirements of the SDLC process when 
developing or enhancing their automated 
accounting systems. 


During the initial phase of the SDLC, needs 
statements, feasibility studies, risk analyses and 
cost/benefit analyses are to be prepared. The 
initial steps of the SDLC, which dictate what is 
needed to perform the departments’/agencies’ 
missions and how these can be economically 
achieved, frequently were not complete. As a 
result, management does not have the assurances 
that the systems are being properly developed. 
Furthermore, the PCIE and the General 
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Accounting Office have estimated that any 
adjustments which are needed to retrofit these 
accounting systems after they become operational 
can be 50 to 200 times more costly than to build 
the controls into the systems as they are being 
developed. 


This was a status report and contains no rec- 
ommendations on the development of account- 
ing systems in the Federal Government. The 
report is also informational and addresses the 
progress made by the major departments and 
agencies to improve their accounting systems. 


COMPUTER COMMITTEE 
(Chair: J. Brian Hyland; Inspector General, 
Department of Labor) 


The Computer Committee serves as a technical 
resource to the PCIE in the use of computers 
in the IG community and as a focal point for 
common IG projects involving data processing 
and telecommunications. The Committee also 
represents PCIE interests in supporting necessary 
access to automated records and has supported 
the careful use of computer matching techniques 
by the OlGs. Projects completed during this 
period include: 


0 COMPUTER SYSTEMS INTEGRITY 


(Chair: John W. Melchner; Inspector General, 
Department of Transportation) 


The overall objective of this multi-phased project 
was to assess the integrity of Federal computer 
systems and to develop recommendations for 
Government-wide improvements in standards, 
procedures, documentation and _ operations 
affecting computer systems integrity. 


This phase of the project focused on general 
controls and showed that computer systems at 


10 Federal computer centers had significant 
operating-system and security-software control 
deficiencies. By exploiting these exposures a 
knowledgeable perpetrator could access, modify 
and/or destroy an agency’s computer data, 
programs and other ADP resources without 
leaving an audit trail. In addition, a computer 
analysis of combined disk-storage resources at 
the 10 centers showed that an estimated $17 
million in inefficiently used disk storage could be 
recovered and made available for future use 
through the application of generally accepted 
disk-management techniques. 


The report recommended Government-wide 
strengthening of operating-system and 
security-software controls and improving manage- 
ment of disk and magnetic-tape storage 
resources. Officials from OMB, GSA, the 
National Institute of Standards and Technology 
and the National Security Agency generally 
concurred with the report’s findings and 
recommendations. In addition, OMB issued 
instructions requiring all executive departments 
and agencies to immediately implement the 
report’s recommendations. 


0 COMPUTER AUDIT TRAINING 
CURRICULUM 


(Chair: John W. Melchner; Inspector General, 
Department of Transportation) 


This document, developed by the Committee’s 
Computer Auditing/Investigations Roundtable, 
was designed to identify and describe the types 
of training that are most important for OIG 
auditors to receive in order to perform complex 
or limited computer audits and to use 
computer-processed data during audits. The 
courses identified in the curriculum address the 
knowledge, skills and abilities needed for an 
auditor to be professionally proficient in each of 
these types of work. 
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0 INVENTORY OF COMPUTER ASSISTED 
AUDIT TECHNIQUES (CAATs) 


(Chair: John W. Melchner; Inspector General, 
Department of Transportation) 


This document, developed by the Committee’s 
Computer Auditing/Investigations Roundtable, 
was designed to disseminate information on 
innovative CAATs and unique computer 
environments within the IG community. This 
information will be useful to all IG offices who 
need to develop new CAATs or want to change 
their computer environment. 


ADMINISTRATION, INSPECTIONS AND 
SPECIAL REVIEWS COMMITTEE 


(Chair: John C. Martin; Inspector General, 
Environmental Protection Agency) 


This committee serves as the focal point for 
common IG projects that require inspection 
resources, management reviews, special surveys, 
or analyses not strictly of an auditing or 
accounting nature. During FY 1989, the 
Committee completed a survey on potential 
usefulness of establishing a database of OIG 
audit findings and investigations which would be 
available to all IGs. The survey, led by the EPA 
OIG, indicated general concerns about the 
amount of time that would be involved in setting 
up and maintaining such a system and the 
difficulty agreeing on a common data 
classification system. Based on the survey 
response, it was determined not to pursue the 
project. 


Also during FY 1989, the Committee developed 
draft model inspection standards for agencies 
with inspection functions. Final standards are 
expected to be issued in the near future. This 
project was led by the HHS Office of Inspector 
General. 


The Administration, Inspections and Special 
Reviews Committee has two subcommittees: 
Communications and Training. 


Communications Subcommittee 
(Chair: Michael R. Hill; Inspector General, 
Department of tiie Treasury) 


Chief among the _ responsibilities of the 
Communications Subcommittee is the PCIE 
newsletter, Frontline, which is published bi- 
monthly. In addition, during FY 1989 the 
Subcommittee sponsored and staffed PCIE 
information booths at the American Society for 
Public Administration National Conference in 
Miami, Florida, and the Association of 
Government Accountants Conference in Los 
Angeles, California. 


Training Subcommittee 
(Chair: William R. Barton; Inspector General, 
General Services Administration) 


The 5 working groups that make up the Training 
Subcommittee address auditor, investigator, 
executive, support services and hotline training 
needs. They arrange seminars and other training 
designed to increase the skills and knowledge of 
staff at all levels and disciplines throughout the 
PCIE. 


LEGISLATION COMMITTEE 


(Chair: Charles R. Gillum; Inspector General, 
Small Business Administration) 


The Legislation Committee assists the Inspectors 
General in fulfilling their responsibility to review 
existing and proposed legislation relating to 
programs and operations of their agencies, and 
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develops coordinated positions on behalf of the 
PCIE when addressing legislative issues of 
general interest and concern to members. The 
Committee tracks legislative items deemed to be 
of interest to PCIE members, solicits comments 
on pending legislative proposals from the 
members, and formulates a PCIE position for 
transmittal to the appropriate Congressional 
committees. Among the legislative items 
concerning audit and inspection issues which 
were tracked by the Legislation Committee 
during FY 1989 were the following: 


o H.R. 54, the "Truth in Government 
Efficiency Reform Act of 1989," which would 
create agency chief financial officers, amend 
the Federal Managers Financial Integrity 
Act, and require audited financial statements. 


o S. 166, the "Consultant Registration and 
Reform Act of 1989," which would impose 
significant new requirements on the issuance 
of contracts for advisory and assistance 
services. 


INTEGRITY/LAW ENFORCEMENT 


COMMITTEE 

(Chair: Oliver B. Revell; Executive Assistant 
Director for Investigations, Federal Bureau of 
Investigation) 


The Integrity/Llaw Enforcement Committee 
serves as the PCIE’s focal point for projects of 
mutual interest concerning integrity and law 
enforcement issues. The Committee did not 
address any audit- or inspection-related issues 
during FY 1989. 
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FGOTNOTES 


Amounts for first half of FY 1989 not readily available. 
Does not include inspection results. 

Does not include unsupported costs. 

Does not include DCAA or single audits. 

Not previously reported; represents equivalent figure. 


Totals for each half of the fiscal year were computed differently. For 4/1/89 - 
9/30/89, the total ($57,312,000) was computed at the report level. For 10/1/88 - 
3/31/89, the total ($29,353,000) was computed at the recommendation level. 


Totals for each half of the fiscal year were computed differently. For 4/1/89 - 
9/30/89, the total ($20,366,000) was computed at the report level. For 10/1/88 - 
3/31/89, the total ($6,010,000) was computed at recommendation level. 


Department of Justice statistics represent audit work from the date the OIG be- 
came operational (April 14, 1989) to the end of the fiscal year. 


For NASA reported amounts, the following amounts represent the results of DCAA 
audits: 


af $ 42,831,000 c/ $704,320,000 
b/ $ 24,981,000 d/ $ 6,703,000 


Figure represents amounts from audit reports only; does not include amounts from 
DCAA contract audits. 


Figure includes data for second half of FY 1989 only, due to reporting differences 
in the two 6-month periods. 


In past PCIE reports, HHS OIG reported only implemented recommendations 
(including those implemented by Congressional action). Because of the change in 
reporting basis, decisions made by agency management in previous periods but 
implemented this period were not previously reported, and are therefore included 
here. The reported figure of $4,981,000,000 includes $2,734,000,000 in implemented 
recommendations (not previously reported) in addition to the $2,247,000,000 in 
management decisions made during the reporting peiiod. 
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GLOSSARY OF 


ABBREVIATIONS AND ACRONYMS 


automated data processing 

American Institute of Certified Public Accountants 
Agency for International Development 

certified public accountant/accounting 

Defense Contract Audit Agency 

Department of Defense 

Department of Energy 

Department of Transportation 

Economic Development Administration 
Environmental Protection Agency 

Employment and Training Administration 
Federal Aviation Administration 

Federal Acquisition Regulation 

Federal Emergency Management Agency 

Federal Highway Administration 

fiscal year 

General Services Administration 

Health Care Financing Administration 
Department of Health and Human Services 
Department of Housing and Urban Development 


Inspector General 


42 


IRS Internal Revenue Service 


JTPA Job Training Partnership Act 

LANL Los Alamos National Laboratory 

MSHA Mine Safety and Health Administration 
NASA National Aeronautics and Space Administration 
OIG Office of Inspector General 

OMB Office of Management and Budget 

OPM Office of Personnel Management 

PCIE President’s Council on Integrity and Efficiency 
PHA public housing agency 

P.L. Public Law 

PTO Patent and Trademark Office 

QCR quality control review 

RRB . Railroad Retirement Board 

SBA Small Business Administration 

SSA Social Security Administration 

UMTA Urban Mass Transportation Administration 
VA Department of Veterans Affairs 
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PRESIDENT’S COUNCIL ON INTEGRITY AND EFFICIENCY 
MEMBERSHIP ADDRESSES AND HOTLINE NUMBERS 


Buildi 
14th Street and Independence Ave., SW 
Washington, DC 20250 

(800) 424-9121 or (202) 472-1388 


Department of Commerce 

14th Street and Constitution Ave., NW 
Room 7898-C 

Washington, DC 20230 

(800) 424-5197 or (202) 377-2495 


Department of Defense 
400 Army-Navy Drive, Room 1000 
Arlington, VA 22202 
(800) 424-9098 or (202) 693-5080 


Department of Education 

300 C Street, SW 

Washington, DC 20202-1510 

(800) 647-8733 or (FTS or 202) 755-2770 


Department of Energy 

1000 Independence Ave., SW 
Room 5D039, Forrestal Bidg. 
Washington, DC 20585 

(202) 586-4073 or FTS 896-4073 


Eavironmental Protection Agency 

401 M Street, SW 

Room 301, NE Mall (A109) 

Washington, DC 20460 

(800) 424-4000 or (FTS or 202) 382-4977 


Federal Burcau of 

Room 7116, J. Edgar Hoover Bidg. 
Washington, DC 20535 

(202) 324-3333 


Federal Emergency Management Agency 
500 C Street, SW 


Washington, DC 20472 
(800) 245-5554 


General Services Administration 

18th and F Streets, NW 

Room 5340 

Washington, DC 20405 

(800) 424-5210 or (202) 501-1780 
or FTS 241-1780 


Department of Health and Human 
Services 


330 Independence Ave., SW 

Room 5250, Cohen Building 

Washington, DC 20201 

(800) 368-5779 or (301) 965-5953 
(in Maryland) or FTS 625-5953 


Department of Housing and Urban 


Development 
451 7th Street, SW 
Room 8256 
Washington, DC 20410-4500 


(FTS or 202) 472-4200 


Department of the Inicrior 
18th and C Streets, NW 


Room 5359 
Washington, DC 20240 
(800) 424-5081 or (202) 343-2424 


Department of Justice 

Room 6649, Main Justice Building 
10th Street & Pennsylvania Ave., NW 
Washington, DC 20530 

(800) 869-4499 


Department of Labor 

200 Consiitution Ave., NW 
Room S-1303 

Washington, DC 20210 

(800) 424-5409 or FTS 357-0496 


National Acronautics and Space 
Adminstiratioo 

400 Maryland Ave., SW 

Room 6075 (Code W) 

Washington, DC 20546 

(800) 424-9183 or (202) 755-3402 


Office of Goverament Ethics 
1201 New York Ave., Suite 500 
P.O. Box 14108 

Washington, DC 20415 

(202) 632-7642 


Office of Management and Budget 
Executive Office Building 

Room 252 

Washington, DC 20503 

(202) 395-4000 


Office of Personnel Management 
1900 E Street, NW 

Room 6H31 

Washington, DC 20415 

(FTS or 202) 632-4423 


Office of Special Counsel 
1120 Vermont Avenue, NW 
Room 1100 

Washinzton, DC 20005 
(202) 653-9125 


Railroad Retiremcnt Board 

844 Rush Street, Room 450 

Chicago, Illinois 60611 

(800) 772-4258 or FTS 386-43% 
or (312) 751-43% 


Small Busi Admini . 
1441 L Street, NW 

Room 1018 
Washington, DC 20416 
(FTS or 202) 653-7557 


Department of Static 
2201 C Street, NW 
Room 6817 
Washington, DC 20520 
(202) 647-3320 


Department of Transportation 
400 7th Street, SW 

Room 9210, J-1 
Washington, DC 20590 

(800) 424-9071 or (202) 366-1461 


Department of the Treasury 

15th Street and Pennsylvania Ave., NW 
Room 2412 - Main Treasury 
Washington, DC 20220 

(800) 826-0407 or (202) 566-7901 


United States Information Agency 
400 6th Street, SW 

Room 1100 

Washington, DC 20547 

(202) 485-7931 or (202) 485-8202 


of Veterans Affairs 
810 Vermont Avenue, NW (50) 
Room 1100, McPherson Bidg. 
Washington, DC 20420 
(800) 368-5899 or (202) 233-5394 
or FTS 373-5394 
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